


TO DETERMINE WHETHER THE 
FOREGOING PROPOSED - RULE 
CHANGES SHOULD BE DISAP- 
PROVED, AND ORDER EXTENDING 
TIME PERIOD FOR PUBLIC COM- 
MENT ON PROPOSED RULE 9b-1(T) 
[File No. S7-722 and 4-202 extended 
until December 7, 1977] 





Securities Act 
Securities Exchange Act 14207-14222 ... 
Public Utility Holding 

Company Act 20274-20287 ...942 
Trust Indenture Act 
Investment Company Act 10027-10036... . 961 
Litigation - 8205-8213 ....974 





RULES 
This listing covers releases issued from 11/25/77- 


12/1/77. 





The following rules relate to self-regulatory organ- 


This listing does not affect the legal status of any Se err Seen NIE 


document published in this issue. 34-14208 34-14216 34-14220 


34-14209 34-14217 


NOTE: RELEASE NUMBER 34-14200 DATED NO- 34-14214 34-14218 


VEMBER 23, 1977 APPEARING IN VOL- 
UME 13 NO. 12 OF THE DOCKET DATED 
12/6/77 THE ADMINISTRATIVE PRO- 
CEEDING FILE NUMBER APPEARED AS 
3-5280 WHEN IN FACT IT SHOULD HAVE 
BEEN 3-5335. 


34-14219 RULE AMENDMENT RE TRANS- 
FER AGENTS RESPONSES TO 
CERTAIN WRITTEN COMMUNICA- 
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FOUND 10 SECURITIES ACT OF 1933 
VOLUME DOCKET DATED 











Wak Vi Me tS 12/3/74 | SECURITIES ACT OF 1933 
VOL. V, No. 16 12/10/74 | Release No. 5885/December 1, 1977 
VOL. VI, No. 3 1/8/75 
VOL. VI, No. 15 4/22/75 | the Securities and Exchange Commission has issued 
VOL. VI, No. 20 5/28/75 an order permanently suspending the Regulation A 
VOL. VII, No. 8 7122175 exemption from registration under the Securities Act 
VOL. VIII, No. 15 1/28/76 of 1933 of Varicon Corporation. 
VOL. IX, No. 11 5/18/76 
VOL. X, No. 11 10/5/76 The Commission has reason to believe that the 
VOL. XI, No. 9 2/8/77 exemption from registration afforded by Regulation A 
VOL. XII, No. 12 7119177 is unavailable to Varicon because (a) an order of 
VOL. XIII, No. 11 11/29/77 | permanent injunction in connection with the purchase 
or sale of securities was issued on April 3, 1970, 
SIGNIFICANT ITEMS ANNOUNCEMENTS against James C. Monroe, a promoter of the issuer 
who continues to be active in its affairs; (b) the 
34-14217 EXTENSION OF TIME FOR COM- notification and offering circular contain material 
MENT PERIOD ON PROCEEDINGS misrepresentations and omissions; (c) Varicon has 
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failed to comply with the terms and conditions of 
Regulation A; and (d) the offering, if made, would be 
made in violation of Section 17 of the Securities Act of 
1933, as amended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14207/November 25, 1977 


On November 16, 1977 the Commission issued 
Securities Exchange Act Release No. 14175 which 
inadvertently announced that the Commission had 
granted applications to strike certain securities (listed 
below) from listing and registration on the 
Philadelphia Stock Exchange, Inc. That release should 
have announced that orders had been issued granting 
the applications of the New York Stock Exchange, Inc. 
to strike from listing and registration the specified 
securities of the following companies: Hughes & 
Hatcher, Inc., common stock, $1.00 par value; 
Westmor Corporation, common stock, $1.00 par value; 
Justice Mortgage Investors, Shares of Beneficial 
Interest; and Capital Mortgage Investments, Shares of 
Beneficial Interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14208/November 28, 1977 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-77-7) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE DEPOSITORY TRUST COMPANY ENA- 
BLING PARTICIPANTS TO ACCEPT EXCHANGE 
OFFERS OR CASH TENDER OFFERS ON CERTAIN 
SECURITIES WITHOUT WITHDRAWING THEM 
FROM THE DEPOSITORY. 


On August 1, 1977, The Depository Trust Company 
(‘‘DTC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change which would enable DTC 
participants to accept exchange offers or cash tender 
offers on certain securities without withdrawing the 
securities from DTC. 
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In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 FR 43159, 
August 26, 1977), and the public was invited to 
comment thereon. Notice of the filing and an invitation 
for comments also appeared in Securities Exchange 
Act Release No. 34-13865, August 16, 1977. No letters 
of comment were received.' 


In addition, by letter dated November 23, 1977, which 
has been incorporated in the proposed rule change and 
included in the public file, DTC made certain changes 
and representations in connection with the submis- 
sion. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-DTC-77-7 be, and hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14209/November 28, 1977 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PHLX-77-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 8, 1977, the Philadelphia Stock Exchange, Inc. 
filed with the commission, pursuant to Section 19(b) of 
the Securities Exchange Act of 1934 (the ‘‘Act’’), as 
amended by the Securities Acts Amendments of 1975, 
and Rule 19b-4 thereunder, copies of a proposed rule 





"Three letters of comment received by DTC prior to filing 
were sumbitted with the filing and considered in the 
course of Commission review. 
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Change regarding permissible bids and offers of 
specialists and Registered Options Traders for options 
listed on the Exchange. The Exchange Submitted an 
amendment to its proposal on November 25, 1977. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13771, July 19, 
1977) and by publication in the Federal Register (42 
Fed. Reg. 38036, July 26, 1977). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and 
regulations thereunder. 


IT IS THEREOFRE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commision, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14210/Nov. 29, 1977 


Delegation of Authority to Director of Division of 
Corporation Finance 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rule. 


SUMMARY: The Commission is amending its 
regulations governing the delegation of authority to 
the Director of its Division of Corporation Finance. 
The new amendment permits the Director to publish 
periodically lists of those foreign issuers which are 
éxempt from the registration provisions of one of the 
federal securities laws because they appear to be 
providing current public information about their 
activities. The purpose of the amendment is to provide 
more timely notice to the public of the names of such 
issuers by eliminating the delay occasioned by seeking 
Commission approval for their publication. 


EFFECTIVE DATE: Immediately upon publication in 
the Federal Register. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549, 
(202) 755-1240. 


SUPPLEMENTARY INFORMATION: The Commission 
today announced the amendment, effective imme- 
diately, of its regulations governing delegation of 
authority to the Director of the Division of Corporation 
Finance [17 CFR 200.30-1] with respect to the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’) [15 
U.S.C. 78a et seq., as amended by Pub. L. No. 94-29 
(June 4, 1975)]. 


Rule 12g3-2(b) [17 CFR 240.12g3-2(b)] under the 
Exchange Act provides an exemption from the 
registration provisions of Section 12(g) of the Act for a 
foreign issuer which submits to the Commission on a 
current basis material specified in the rule. Such 
required material includes that information about 
which investors ought reasonably to be informed with 
respect to the issuer and its subsidiaries and which the 
issuer (1) has made public pursuant to the law of the 
country of its domicile or in which it is incorporated or 
organized, (2) has filed with a stock exchange on 
which its securities are traded and which was made 
public by such exchange and/or (3) has distributed to 
its security holders. 


When it adopted Rule 1293-2 and other rules relating 
to foreign securities,’ the Commission indicated that 
from time-to-time it would issue releases containing 
lists of those foreign issuers which have obtained 
exemptions from the registration provisions of Section 
12(g) of the Exchange Act by providing the 
information specified in Rule 12g3-2(b). Inasmuch as 
these releases are of a routine nature and do not 
involve any policy considerations or novel questions, it 
is not necessary for the Commission to consider each 
one on an individual basis. Delegation of authority to 
the Director of the Division of Corporation Finance to 
issue these announcement releases will eliminate any 
delay caused by seeking Commission approval for 
release of the information and therefore will result in 
more timely notice to the public of the names of those 
foreign issuers who have provided the information 
specified in Rule 12g3-2(b). 


To accomplish this delegation of authority, the 
Commission hereby amends 17 CFR 200.30-1 by 
adding a new paragraph (d)(10) to read as follows: 

§ 200.30-1 Delegation of authority to Director of 
Division of Corporation Finance. 


* * * * * 





' See Release No. 34-8066 (April 28, 1967) [32 FR 7845]. 
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(10) To issue public releases listing those foreign 
issuers which appear to be current in submitting the 
information specified in Rule 12g3-2(b) ($240.1293- 
2(b)). 


The Commission finds that the foregoing action relates 
solely to agency management and personnel and, 
accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act (5 
U.S.C. 553) are not necessary. This action, taken 
pursuant to Public Law 87-592, 76 Stat. 394 (15 U.S.C. 
78d-1, 78d-2), becomes effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14211/November 29, 1977 


A notice has been issued giving interested persons 
until December 14 to request a hearing on applications 
of the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the common stock of the following 
companies: Levitz Furniture Corporation, $0.40 par 
value; and Emery Industries, no par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14212/November 29, 1977 


An order has been issued granting the application of 
the Midwest Stock Exchange, Incorporated for 
unlisted trading privileges in the common stock, $1.00 
par value, of Airco, Inc. (Delaware). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14213/November 29, 1977 


An order has been issued granting the applications of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the specified securities of the 
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following companies: Continental Group, Inc. (The), 
$2.00 Cumulative Convertible Preference Stock, Series 
A, $1.00 par value; Carborundum Company (The), 
Common Stock, $1.50 par value; and Airco, Inc. 
(Delaware), Common Stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14214/November 29, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


File Nos. SR-Amex-77-18; SR-Amex-77-3 


ORDER INSTITUTING PROCEEDINGS TO DETER- 
MINE WHETHER SR-Amex-77-18 (PROPOSED 
AMENDMENTS TO THE AMERICAN STOCK 
EXCHANGE’S FOREIGN COMPANY LISTING RE- 
QUIREMENTS) SHOULD BE DISAPPROVED AND 
GRANTING REQUEST OF THE AMERICAN STOCK 
EXCHANGE FOR A REHEARING ON SR-Amex-77-13 
(PROPOSED AMENDMENTS TO THE AMERICAN 
STOCK EXCHANGE’S ORIGINAL LISTING RE- 
QUIREMENTS AND PROVISIONS GOVERNING 
SUSPENSION AND DELISTING) 


The American Stock Exchange, Inc. (‘‘Amex’’) has 
filed, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’), 15 U.S.C. 
78s(b)(1), and Rule 19b-4 thereunder, 17 CFR 
240.19b-4, copies of a proposed rule change 
(SR-Amex-77-18) which would amend Sections 110, 
231 and 232 of its Company Guide to establish 
alternate listing criteria for securities of foreign 
companies. Notice of the proposed rule change, 
together with the Amex’s statement of the basis and 
purpose thereof, was published in the Federal 
Register on August 1, 1977 (42 FR 38948). 


The Amex previously had filed a proposed rule change 
(SR-Amex-77-3) which would have added Section 117 
to Part | and Section 1003A to Part 10 of the Amex 
Company Guide.' Proposed Section 117 sets forth 
alternate criteria for the original listing of common 





"Notice of the proposed changes together with the 
Amex’s statement of the basis and purpose thereof was 
published in the Federal Register on March 24, 1977 (42 
FR 15994). 














stock, and Section 1003A provides for the prospective 
application of certain delisting criteria with respect to 
issues which may be listed pursuant to the alternate 
criteria. On May 13, 1977 the Commission instituted 
proceedings to determine whether SR-Amex-77-3 
should be disapproved,” and on August 31, 1977 the 
Commission concluded those proceedings by issuing 
an order disapproving the proposed rule changes 
contained in SR-Amex-77-3.2 By letter dated 
November 4, 1977, the Amex noted that SR-Amex-77- 
18, which proposed rule changes modifying its listing 
standards with respect to foreign issuers, was pending 
before the Commission and, because it anticipated 
that substantially the same issues as were considered 
with respect to SR-Amex-77-3 would again be 
considered by the Commission in its review of 
SR-Amex-77-18, requested that the Commission 
reconsider its disapproval of SR-Amex-77-3. 


Proceedings to Determine Whether to Disapprove 
SR-Amex-77-18 and for a Rehearing as to Disapproval 
of SR-Amex-77-3 


The Commission is instituting proceedings pursuant to 
Section 19(b)(2) of the Act to determine whether the 
amendments to the Amex’s Company Guide proposed 
by SR-Amex-77-18 should be disapproved. Institution 
of proceedings appears appropriate at this time in 
view of the substantial legal and policy issues 
summarized below and does not necessarily indicate 
that the Commission has formulated any conclusions 
with respect to any of the issues involved. 


In addition to instituting proceedings to determine 
whether the instant rule change proposal should be 
disapproved, the Commission grants the Amex’s 
request for a rehearing on SR-Amex-77-3. The Amex, 
in making its request for a rehearing, asserted that the 
issues presented by SR-Amex-77-18 appear to be sub- 
stantially the same as those considered by the 
Commission in disapproving SR-Amex-77-3 and there 
are ‘‘cogent reasons justifying the approval of both of 
these rule changes.’’* 





*Securities Exchange Act Release No. 13542 (May 13, 
1977). 


“Securities Exchange Act Release No. 13912 (August 31, 
1977) 42 FR 44855 (September 7, 1977). 


‘Letter from Norman S. Poser, Executive Vice President, 
Amex, to George A. Fitzsimmons, Secretary of the 
Commission, November 4, 1977. 


Grounds for Disapproval Under Consideration 


The stated purpose of SR-Amex-77-18 is to expand the 
universe of issuers who may qualify to list shares on 
the Amex. This expansion would result from the insti- 
tution of alternate listing criteria which would allow 
foreign companies, which do not meet the share distri- 
bution requirements for domestic companies, to be 
considered eligible for listing under separate criteria. 
For foreign companies meeting the prescribed 
alternate size and earnings standards, the Amex 
would consider the acceptability of distribution of the 
company’s shares on a world-wide basis. 


Of the issues which would qualify for listing under the 
modified foreign listing criteria, the Commission 
understands that some are currently traded solely over 
the counter (‘‘OTC’’). To the extent that foreign 
companies’ issues become eligible and are listed on 
the Amex, trading in these securities will be subject to 
Amex’s restrictions pertaining to off-board principal 
transactions. Under Amex Rule 5, which outlines the 
situations where a member may execute a transaction 
in a listed issue in the OTC market, there is no provi- 
sion which permits a member, member organization, 
or affiliated person to act as an OTC market maker ina 
listed issue. 


In view of the foregoing, the Commission has decided 
to give notice at this time, pursuant to Section 
19(b)(2)(B) of the Act of the following grounds under 
consideration for disapproval of SR-Amex-77-18. 


A. Section 6(b)(5) of the Act requires that the rules 
of national securities exchanges be designed to 
remove impediments to and perfect the mechanism of 
a free and open market and a national market system. 
The proposed modification of the Amex’s listing 
standards wouid expand the potential universe of 
issues Which would be subject to the Amex’s off- 
board principal trading restrictions. Accordingly, 
whether the Amex proposal would result in 
impediments to the mechanism of a free and open 
market and a national market system is a ground 
under consideration for disapproval. 


B. Section 6(b)(8) of the Act requires that the rules of 
a national securities exchange not impose any burden 
on competition not necessary or appropriate in 
furtherance of the purposes of the Act. As a conse- 
quence of the listing of a security previously ineligible 
for Amex listing, no Amex member would be able to 
act (or continue to act) as an OTC market-maker in 
such a security. The restrictions of Amex Rule 5 as 
applied to such newly-listed securities could thus 
diminish competition which currently exists among 
OTC market-makers in a particular security as well as 
potential competition between the OTC and Amex 
markets. Accordingly, the extent to which the Amex 
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proposal would make additional securities subject to 
such restrictions, and thereby impose burdens on 
competition that may not be necessary or appropriate 
in furtherance of the purposes of the Act, is a ground 
under consideration for disapprovai. ° 


Procedure 


The Commission had determined to provide an oppor- 
tunity for the presentation of data, views and 
arguments in conjunction with these proceedings. 
Interested persons are invited to submit written data, 
views and arguments within 30 days from the date 
hereof as to Amex’s rule proposals. Parties wishing 
to respond to any other person’s submission should 
file a written response within 45 days thereof. Copies 
of SR-Amex-77-18 and SR-Amex-77-3 and of all 
submissions will be available for inspection at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of Amex’s 
submissions are also available at the principal office of 
the Amex. Persons desiring to make written 
statements should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








‘Securities Exchange Act Release No. 13662 (June 23, 
1977) announced the institution of proceedings to 
determine whether restrictions on the ability of 
exchange members to effect off-board principal 
transactions in listed securities should be eliminated. 
The Commission has not yet concluded those 
proceedings. 


“Persons wishing to comment on the issues presented in 
the proceeding should note that the Commission 
autorized its staff to inform Amex that, ‘‘absent some 
new and compelling reasons or a change of circum- 
stances involving the Commission’s proceedings, 
pursuant to Section 19(c) of the Act, concerning 
off-board trading restrictions of national securities 
exchanges, upon reconsideration of SR-Amex-77-3 it is 
unlikely that the Commission will reach a different 
conclusion from that recited in its August 31, 1977 
order.’’ Letter dated November 11, 1977 from Michael 
K. Wolensky, Assistant General Counsel to the 
Commission, to Norman S. Poser, Executive Vice 
President, Amex. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14215/November 29, 1977 


Litigation Release No. 8207/November 29, 1977 
SEC v. CARL METTALACH HORNUNG, ET AL. 
(S.D.N.Y.) 


Civil Action No. 77-5736 


The Commission announced today the commencement 
of a civil injunctive action against Carl Mettalach 
Hornung, Paul Scarf Hornung and Peter C. Reiman for 
violations of the anti-fraud, credit and short sale 
provisions of the Securities Exchange Act of 1934. The 
complaint seeking permanent injunctive and ancillary 
relief was filed in the Southern District of New York. 


The complaint alleges that from 1974 to the present 
the defendants engaged in widespread short sales of 
securities with no intention of delivering such securir 
ties to cover their short sales unless the price of such 
securities declined and enabled them to close the 
transaction at a profit. The Commission charges that 
where the covering purchase would have resulted in a 
loss, the defendants uniformly abandoned the 
transaction, forcing the broker to buy in the securities 
at a loss, all in violation of Section 17(a) of the 
Securities Act, and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. The complaint further 
alleges that, on numerous occasions, the defendants 
with violating the margin credit provisions of 
Regulation X under Section 7(f) of the Exchange Act 
and caused unlawful short selling of listed securities in 
violation of Section 10(a) and Rule 10a-1 of the 
Exchange Act. 


These unlawful activities were first brought to the 
Commission’s attention by the National Association of 
Securities Dealers. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14216/November 29, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, inc. 


File No. SR-MSE-77-35 


The Midwest Stock Exchange, Incorporated submitted 
on November 21, 1977, a proposed rule change under 
Rule 19b-4 to amend Article 1, Rule 10 of the 
Exchange rules to provide that no transfer of member- 
ship, pursuant to a financing agreement, will be 

















processed unless the transferor is current in all filings 
and dues related to that membership. 


Publication of the submission is expected to be made 
in the Federal Register during the week of December 
4, 1977. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capital Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-77-35. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14217/November 30, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, IIlinois 60604 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 
San Francisco, California 94104 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


File Nos. SR-Amex-76-12 SR-MSE-77-28 
SR-Amex-76-28 SR-NASD-77-2 
SR-Amex-77-8 SR-NYSE-77-17 
SR-Amex-77-9 SR-NYSE-77-21 


SR-CBOE-76-16 SR-PHLX-76-18 


SR-CBOE-76-27 SR-PHLX-77-5 
SR-CBOE-77-5 SR-PHLX-77-6 
SR-CBOE-77-14 SR-PSE-76-17 
SR-CBOE-77-15 SR-PSE-76-40 
SR-CBOE-77-16 SR-PSE-77-9 

SR-MSE-77-2 SR-PSE-77-13 
SR-MSE-77-4 SR-PSE-77-15 
SR-MSE-77-6 SR-PSE-77-17 


And in the Matter of 


Proposed Rule 9b-1(T) - Temporary Restriction on 
Further Expansion of Pilot Options Programs 


ORDER EXTENDING TIME PERIOD FOR PUBLIC 
COMMENT ON PROCEEDINGS TO DETERMINE 
WHETHER THE FOREGOING PROPOSED RULE 
CHANGES SHOULD BE DISAPPROVED, AND 
ORDER EXTENDING TIME PERIOD FOR PUBLIC 
COMMENT ON PROPOSED RULE 9b-1(T) 


The self-regulatory organizations listed above have 
each filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934 (the 
‘*Act’’), 15 U.S.C. 78(s)(b)(1), and Rule 19b-4 
thereunder, 17 CFR 240.19b-4, rule or rule change 
proposals which would expand existing programs for 
trading standardized options or initiate new programs 
for such trading (the ‘‘Expansion Proposals’’). Notice 
of each proposal, together with the respective terms of 
substance thereof, was given by the publication of a 
commission release and by publication in the Federal 
Register as follows: 


To expand the number of call option classes 
which may be listed on the American Stock 
Exchange, Inc. (‘‘Amex’’) from 80 to 100 
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classes, SR-Amex-76-12, Securities Ex- 
change Act (‘‘SEA’’) Release No. 12334; 
April 12, 1976, 41 FR 16523, April 19, 1976; 


To permit the trading on Amex of options 
on underlying securities that are solely 
traded in the over-the-counter market, 
SR-Amex-76-28, SEA Release No. 13095, 
December 22, 1976, 42 FR 2146, January 
10, 1976; 


To permit trading on Amex of options on 
Government guaranteed debt securities, 
SR-Amex-77-8, SEA Release No. 13559, 
June 20, 1977, 42 FR 2734, May 27, 1977; 


To permit the Amex to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced up to $100, and 10 
point intervals for option series on stocks 
above $100, SR-Amex-77-9, SEA Release 
No. 13518, May 6, 1977, 42 FR 24779, May 
16, 1977; 


To permit the trading on the Chicago Board 
Options Exchange, Incorporated (‘‘CBOE’’) 
of options on underlying securities that are 
solely traded in the over-the-counter 
market, SR-CBOE-76-16, SEA Release No. 
12703, August 12, 1976, 41 FR 35884, 
August 23, 1976; 


To expand the number of call option classes 
which may be listed on the CBOE from 100 
to 125 classes, SR-CBOE-76-27, SEA 
Release No. 13160, January 13, 1977, 42 FR 
3911, January 21, 1977; 


To permit the CBOE to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced up to $80, and 10 
point intervals for option series on stocks 
above $80, SR-CBOE-77-5, SEA Release 
No. 13429, April 4, 1977, 42 FR 19194, 
April 12, 1977; 


To trade equity securities on the CBOE 
floor, SR-CBOE-77-14, SEA Release No. 
13672, June 24, 1977, 42 FR 33825, July 1, 
1977; 


To permit the trading on CBOE of options 
on Government guaranteed debt securities, 
SR-CBOE-77-15, SEA Release No. 13698, 
June 29, 1977, 42 FR 35236, July 8, 1977; 


To provide increased position limits for 
CBOE member options positions which are 
offset by related positions on the opposite 
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side of the market, SR-CBOE-77-16, SEA 
Release No. 13803, July 25, 1977, 42 FR 
38949, August 1, 1977; 


To permit the Midwest Stock Exchange, 
Incorporated (‘‘MSE’’) to institute strike 
price intervals of 2 % points for option 
series on underlying stocks priced up to $25 
and 5 point intervals for option series on 
stocks between $25 and $100, SR-MSE- 
77-2, SEA Release No. 13369, March 14, 
1977, 42 FR 16005, March 24, 1977; 


To permit the trading on MSE of options on 
underlying securities that are solely traded 
in the over-the-counter market, SR-MSE- 
77-4, SEA Release No. 13406, March 25, 
1977, 42 FR 19200, April 12, 1977; 


To expand the number of call option classes 
that may be listed on the MSE from 20 to 
40 classes, SR-MSE-77-6, SEA Release No. 
13431, April 5, 1977, 42 FR 19202, April 12, 
1977; 


To allow MSE option and equity members 
to hold simultaneous market maker 
appointments in both an option and its 
underlying stock, SR-MSE-77-28, SEA 
Release No. 13707, June 30, 1977, 42 FR 
35718, July 11, 1977; 


To permit the National Association of 
Securities Dealers, Inc. to display stan- 
dardized options quotations on the 
NASDAQ system under a pilot program, 
SR-NASD-77-2, SEA Release No. 13230, 
February 1, 1977, 42 FR 8244, February 9, 
1977; 


To permit the trading of standardized 
options on the New York Stock Exchange, 
Inc. (‘‘NYSE’’) under a pilot program, 
SR-NYSE-77-17, SEA Release No. 13674, 
June 24, 1977, 42 FR 33829, July 1, 1977; 


To enable the NYSE to offer for sale op- 
tions market maker annual memberships, 
SR-NYSE-77-21, SEA Release No. 13882, 
August 22, 1977, 42 FR 44052, September 
1, 1977: 


To increase the number of call option 
classes which may be listed on the 
Philadelphia Stock Exchange, Inc. 
(‘‘PHLX’’) from 40 to 70 classes, SR-PHLX- 
76-18, SEA Release No. 13071, December 
14, 1976, 41 FR 55758, December 22, 1976; 




















To permit PHLX to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced below $100, and 
10 point intervals for option series on stocks 
at or above $100, SR-PHLX-77-5, SEA 
Release No. 13517, May 6, 1977, 42 FR 
24790, May 16, 1977; 


To eliminate the requirement that a wall or 
physical barrier separate option and stock 
trading activities on the PHLX, SR-PHLX- 
77-6, SEA Release No. 13689, June 28, 
1977, 42 FR 34561, July 6, 1977; 


To permit the trading on the Pacific Stock 
Exchange Incorporated (‘‘PSE’’) of options 
on underlying securities that are solely 
traded in the over-the-counter market, 
SR-PSE-76-17, SEA Release No. 12539, 
June 11, 1976, 41 FR 24787, June 18, 1976; 


To expand the number of call option classes 
which may be listed on the PSE from 30 to 
50 classes, SR-PSE-76-40, SEA Release No. 
13161, January 13, 1977, 42 FR 3914, 
January 21, 1977; 


To permit the PSE to institute strike price 
intervals of 2 % points for option series on 
underlying stocks priced below $25, 5 point 
intervals for option series on stocks 
between $25 and $80, and 10 point intervals 
for option series on stocks above $80, 
SR-PSE-77-9, SEA Release No. 13485, April 
28, 1977, 42 FR 23901, May 11, 1977; 


To eliminate the requirement that a wall or 
physical barrier separate option and stock 
trading activities on the PSE, SR-PSE- 
77-13, SEA Release No. 13567, May 23, 
1977, 42 FR 28178, June 2, 1977; 


To expand the number of call option classes 
which may be listed on the PSE to 80 
classes, SR-PSE-77-15, SEA Release No. 
13795, July 22, 1977, 42 FR 38952, August 
1, 1977; 


To allow PSE members to hold simultan- 
eous market maker appointments in both an 
option and its underlying stock, SR-PSE- 
7-17, SEA Release No. 13725, July 7, 1977, 
42 FR 37083, July 19, 1977. 


On October 17, 1977, in Release No. 34-14057, the 
Commission instituted proceedings to determine 
whether the proposed rule changes cited above should 
be disapproved. In Release No. 34-14057 the Commis- 
sion also published notice of the grounds for 


disapproval under consideration and provided an 
opportunity for interested persons to submit, by 
November 16, 1977, written data, views, and 
arguments concerning the Commission’s action. On 
November 7, 1977, the Commission received a request 
from the NASD to extend the time period for comment 
on Release No. 34-14057 beyond November 16, 1977, 
and on November 14, 1977, the Commission received a 
similar request from the Amex. In response to staff 
inquiries, the Midwest Stock Exchange indicated that 
it could not furnish the Commission with its comments 
by the deadline date—November 16, 1977—and that 
an extension would alleviate its time constraints. The 
other exchanges trading standardized options advised 
the staff that the requested extensions were not 
objectionable. Accordingly, on November 16, 1977, the 
Commission, in Release No. 34-14179, extended the 
time for public comment on the matters contained in 
Release No. 34-14057 until November 30, 1977. 


On October 17, 1977, in Release No. 34-14056, the 
Commission proposed for adoption Rule 9b-1(T) which 
would temporarily restrict further expansion of 
existing pilot options trading programs or the 
initiation of new programs for the trading of standard- 
ized options. In Release No. 34-14056, the Commission 
also published various reasons for the proposed 
adoption of Rule 9b-1(T) and invited interested 
persons to submit, by November 30, 1977, written 
data, views, and arguments concerning these reasons, 
the proposed terms of Rule 9b-1(T) itself, and other 
matters relating to the regulation of standardized 
options trading. 


On November 29, 1977, the Commission received 
requests from the CBOE and the Amex to extend the 
time for public comment on Releases 34-14056 and 
34-14057 beyond November 30, 1977. In response to 
staff inquiries, the NASD, NYSE, PSE, and PHLX 
indicated that a brief extension of time for public 
comment on these two releases would not be objec- 
tionable. The MSE indicated to the staff that, while it 
would not request any such extension of time for 
public comment, it would not object to a brief exten- 
sion of the comment period in order to accommodate 
other persons. 


Because the Commission wishes to afford as much 
opportunity for public comment as is practicable on 
Releases 34-10456 and 34-14057, the Commission, 
acting pursuant to Section 19(b)(2) of the Act, hereby 
extends the time period for public comment on Releases 
34-14056 and 34-14057 until December 7, 1977. The 
Commission is hopeful that further extensions of the 
comment period will not be necessary. 


Persons desiring to make written submissions 
regarding Releases 34-14056 or 34-14057 should file 
six copies thereof with the Secretary of the 
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Commission, Securities and Exchange Commission, 
500 North Capito! Street, Washington, D.C. 20549. 
Submissions regarding Release No. 34-14056 should 
make reference to File No. S7-722, and submissions 
regarding Release No. 34-14057 should make 
reference to File No. 4-202. 


Copies of all submissions will be available for inspec- 
tion at the Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of individual 
rule change proposals cited above are also available at 
the principal office of the self-regulatory organization 
which has filed such a rule change proposal with the 
Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-14218/November 30, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 

File No. SR-MSRB-77-18 


The Municipal Securities Rulemaking Board (the 
‘*MSRB’’) submitted on November 25, 1977, a 
proposed rule change under Rule 19b-4 to amend the 
provisions of MSRB rule G-3 relating to the effective 
date of the MSRB’s qualification examination require- 
ments, to establish time periods and limitations for 
retaking the examinations, and to clarify the scope of 
certain exemptions from the examination require- 
ments. 


Publication of hte submission is expected to be made 
in the Federal Register during the week of December 
12, 1977. In order to assist the Commission tc 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
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Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSRB-77-18. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14219/December 1, 1977 


Regulation of Transfer Agents 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rule. 
SUMMARY: This amendment requires registered 


transfer agents to acknowledge promptly and to 
respond as soon as possible to certain written 
communications which do not meet the requirements 
of the rule on written inquiries and requests 
concerning the status of items presented for transfer 
and certain other matters. The amendment is intended 
to assure that adequate attention is given to such 
communications. 
EFFECTIVE DATE: January 9, 1978. 

FOR FURTHER INFORMATION CONTACT: Lisa 
G. Gessow, Staff Attorney, Division of Market Regula- 
tion, Securities and Exchange Commission, Washing- 
ton, D.C. 20549, 202-755-8916. 


SUPPLEMENTARY INFORMATION: On June 16, 
1977, the Commission announced the adoption of 
§§240.17Ad-1 through 7 under the Securities 
Exchange Act of 1934 (the ‘‘Act’’) prescribing 
standards for registered transfer agents with respect 
to certificate turnaround, notification to the Federal 
regulatory agencies when performance falls below the 




















standard, a minimum time frame for responding to 
certain inquiries and record retention and preservation 
requirements.’ These rules are the first substantive 
rules applicable to registered transfer agents adopted 
pursuant to Section 17A of the Act. 


Simultaneously with the adoption of §§240.17Ad-1 
through 7, the Commission published for public 
comment §§240.17Ad-5(e), a proposed amendment to 
§240.17Ad-5. Section 240.17Ad-5 generally is designed 
to assure prompt response to written inquiries con- 
cerning the status of items presented for transfer and 
to certain other written inquiries in order to better 
meet the needs of investors who deal with transfer 
agents, to promote more prompt identification of lost 
securities and to assist broker-dealers undergoing 
examination and seeking to comply with requirements 
relating to control of customer securities. 


Section 240.17Ad-5(a) through (d) provides that those 
enumerated types of inquiries which contain the infor- 
mation generally found sufficient to enable the 
transfer agent to identify the account involved and the 
items presented must be responded to within specific 
time frames. Nevertheless, it is to be expected that 
either through inadvertence or unfamiliarity with the 
practices of transfer agents, persons making inquiries 
may omit some of the information required under 
§240.17Ad-5(a), (b), (c) or (d) or will request 
information which refers to a time earlier than the 
time periods specified in the rule. 


In these circumstances, §240.17Ad-5(e) requires the 
transfer agent to confirm promptly receipt of the 
inquiry and to respond as soon as possible thereto. If 
insufficient information was provided in the inquiry to 
enable the transfer agent to research the question, the 
transfer agent should request the necessary additional 
information in its confirmation. 


Comments Received 


During the comment period on §240.17Ad-5(e), which 
ended on August 15, 1977, the Commission received 
three comment letters. One letter recommended a 
minor alteration in the language of the rule. In 
response to this comment, the Commission has made 
an editorial change in the language of the rule. 
Another letter endorsed both the purpose of 
§240.17Ad-5(e) and the rule itself. The final letter 
asserted that the ‘‘additional paperwork and proced- 
ural burden’’ imposed on banks was unwarranted. 





"See Securities Exchange Act Release No. 34-13636 
(June 16, 1977); 12 SEC Docket 853 (June 28, 1977); 42 
FR 32404 (June 24, 1977). 


Since paragraph (e) requires only what good business 
practice demands, it does not impose any additional 
paperwork or procedural burden on a transfer agent 
which is fulfilling its responsibilities to the public. 
Furthermore, the rule applies to all registered transfer 
agents and not just bank transfer agents. 


Statutory Basis and Competitive Considerations 


Section 240.17Ad-5(e) is adopted pursuant to the 
Securities Exchange Act of 1934, in particular Sections 
2, 17, 17A and 23(a) thereof, 15 U.S.C. 78b, 78q, 78q-1 
and 78w(a). Since only a minor editorial change has 
been made to Section 240.17Ad-5(e) as proposed in 
response to a comment received, the Commission has 
determined that further notice and public procedure 
thereon are unnecessary.” 


The Commission finds that any burden upon 
competition imposed by this rule is necessary and 
appropriate in the public interest, for the protection of 
investors and to facilitate the establishment of a 
national system for the prompt and accurate clearance 
and settlement of transactions in securities. 


Consultation with Federal Bank Regulatory Agencies 


In accordance with Section 17A(d)(3)(A)(i) of the Act, 
15 U.S.C. 78q-1(d)(3)(A)(i), the Commission consulted 
with and requested the views of the Federal bank 
regulatory agencies at least fifteen days prior to this 
announcement. 


Accordingly, 17 CFR Part 240 is amended by adding 
paragraph (e) to §240.17Ad-5 as follows: 


§240.17Ad-5 Written inquiries and requests. 


* * * * * 


(e) When any person makes a written inquiry or 
request which would qualify under paragraph (a), (b), 
(c), or (d) of this section except that it fails to provide 
all of the information specified in those paragraphs, or 
requests information which refers to a time earlier 
than the time periods specified in those paragraphs, a 
registered transfer agent shall confirm promptly 





"See Administrative Procedure Act, 5 U.S.C. 551, 
553(b)(B). 
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receipt of the inquiry or request and shall respond to 
it as soon as possible. 


* * * * * 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14220/December 1, 1977 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(SR-NYSE-77-11) 
ORDER APPROVING PROPOSED RULE CHANGES 


On March 25, 1977, the New York Stock Exchange, 
Inc. (the ‘‘NYSE’’), filed with the Commission, pur- 
suant to Section 19(b) of the Securities Exchange Act 
of 1934 (15 U.S.C. 78s(b)) (the ‘‘Act’’) and Rule 19b-4 
thereunder (17 CFR 240.19b-4), proposed rule changes 
concerning the scope of business associations a person 
may have outside of his association with a member or 
member organization. The principal parts of the 
proposed rule changes would relax restrictions on the 
ability of a person associated with a member or 
member organization (including a director, officer, 
principal shareholder, partner, or registered represen- 
tative) to establish or maintain other business, 
employment, or financial affiliations and would permit 
any such person to work part-time if (i) he does not 
exercise supervisory control over other employees 
within the meaning of NYSE Rule 342 and (ii) he has 
obtained his member’s or member organization’s 
written permission. A person exercising such 
supervisory control would be required to devote his 
entire time during business hours tothe business of 
his member or member organization. ' 





‘Under proposed NYSE Rules 346(a) and 346.10, the 
NYSE may grant permission to an associated person to 
devote less than ‘‘full time’’ to the business of his 
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In a seperate provision, the NYSE proposed rule 
changes which would require members and member 
organizations to provide prompt written notice to the 
NYSE as to the identity of any person, other than a 
member, allied member or employee, which controls, 
is controlled by, or is under common control with, the 
member or member organization. A member would be 
able to qualify only one organization for membership 
in the NYSE but, if not associated with a member 
organization, the member would be required to 
register as a broker or dealer with the Commission. ? 


Notice of the proposed rule changes together with 
their terms of substance was given by publication of a 
Commission release (Securities Exchange Act Release 
No. 13415 (Mar. 30, 1977)) and by publication in the 
Federal Register (42 FR 18316 (Apr. 6, 1977)). 
Interested persons were invited to submit written 
data, views and arguments concerning the proposed 
rule changes by April 27, 1977. 


The Commission has not received any comment on the 
proposed rule changes. The NYSE, however, has 





member or member organization if that permission ‘‘will 
not impair the protection of investors or the public 
interest.’’ The Commission nevertheless recognizes that 
too rigid an applicaton of the full-time requirement for 
supervisory employees could act as an inappropriate 
barrier to the employment of, for example, married 
women, single parents and certain handicapped 
persons, whose family responsibilities or health 
problems may preclude full-time employment. 
Accordingly, the Commission expects that the NYSE will 
make appropriately flexible use of its exemptive 
authority in situations where the member’s or member 
organization’s over-all supervisory effort would not 
thereby be impaired. 


"That requirement is subject to Section 31(a) of the 
Securities Act Amendments of 1975 (Pub. L. No. 94-29 
(June 4, 1975)), which provides that Sections 3(a)(3), 
6(b)(2), and 6(c)(1) of the Act (15 U.S.C. 78c(a)(3), 
78f(b)(2), and 78f(c)(1)), and rules and regulations 
thereunder shall not apply so as to deprive any person of 
membership on a national securities exchange of which 
such person was, on June 4, 1975, amember or member 
firm or to deny membership in any such exchange to any 
nautral person who is or becomes associated with such 
member or member firm. 














earlier received seven comment letters,* which were 
attached to its filing on Form 19b-4A.4 Three member 
organizations opposed the proposed rule changes on 
the grounds that the income of registered representa- 
tives would suffer; that the proposed rescission of pro- 
hibitions against members and allied members would 
not have any effect since such persons generally act in 
a supervisory capacity and therefore would still be 
required to work full time; that a member organization 
cannot independently distinguish acceptable outside 
interests of employees from those involving conflicts of 
interest; and that part-time employment is unrealistic 
or represents a lowering of standards. One commenta- 
tor, however, favored part-time employment of 
registered representatives if coupled with a prohibition 
against employment by more than one member 
organization. Four member organizations endorsed the 
proposed rule changes on the grounds that, in their 
view, the changes would eliminate unduly restrictive 
rules that have had an adverse and discriminatory 
impact on the growth of their businesses and would 
remove artificial barriers that did not bear a reason- 
able relationship to standards of competence and 
integrity applicable to associated persons of members 
and member organizations. The proponents also stated 
that such persons are subjected by the NYSE to a 
detailed investigation and an exhaustive examination 
and that member organizations are more knowledge- 
able than the NYSE itself with respect to the outside 
interests of their associated persons. 


On June 29, 1977, the NYSE filed an amendment to 
proposed Rule 346 generally to permit a member who 
is a sole proprietor to introduce customers’ accounts to 
a non-member organization rather than only to a 
member organization, as originally proposed. On 
November 17, 1977, the NYSE filed a second amend- 
ment to delete (i) the requirement in proposed Rule 
346 that a member who is a sole proprietor must be 
actively engaged in the securities business and (ii) the 
prohibition against an individual member’s associating 
with a registered non-member broker-dealer without 
the NYSE’s consent. That amendment also clarified 
the standards applicable to a waiver of the full-time 





*See Letters of Bache Halsey Stuart Inc. (Jan 11, 1977); 
Howard, Weil, Labouisse, Friedricks (Jan. 6, 1977); 
Edward D. Jones & Co. (Jan. 3, 1977): Loewi & Co. 
Incorporated (Dec. 21, 1976); Manley, Bennett, 
McDonald & Co. (Jan. 5, 1977); Mitchum, Jones & 
Templeton Incorporated (Dec. 20, 1976); and Wedbush, 
Noble, Cooke, Inc. (Dec. 27, 1976). File No. 
SR-NYSE-77-11. 


“17 CFR 249.19a. 


employment requirement, incorporated into the 
NYSE’s rules the obligation of a broker or dealer 
under the Act to register with the Commission,> and 
eliminated the requirement, contained in the original 
filing, that a member organization consent to an 
associated person’s ownership of a non-controlling 
interest in a publicly held, securities-related business. 


With respect to the adverse comments, the Commis- 
sion notes that flat prohibitions on part-time and dual 
employment of employees of registered broker-dealers 
have not been imposed by the National Association of 
Securities Dealers, Inc., with respect to its members, 
nor has the Commission imposed any such flat prohibi- 
tion with respect to SECO broker-dealers. The absence 
of such restrictions has not been shown to lead to any 
abuses which appropriate supervisory controls 
imposed by the broker-dealers themselves could not 
prevent.® For that reason, and in view of the state- 
ments of some commentators to the effect that a flat 
restriction on part-time or dual employment imposes 
unnecessary burdens on competition, the Commission 
believes that the proposed rule changes do not repre- 
sent, on balance, a reduction in appropriate qualifica- 
tion requirements for members’ associated persons. 
Furthermore, the concern over a reduction in the 
earnings of registered representatives is unsubstan- 
tiated and does appear to relate to any provisions of 
the Act or the rules and regulations thereunder 
applicable to national securities exchanges. Finally, 
the proposed rule changes do not alter in anyway the 
obligation of an NYSE member or member 
organization to oversee the operation of its business 
and supervise the performance of its associated 
persons, including any potential conflicts of interest 
involving any associated person, in a manner that 
assures compliance with the Act and rules and 
regulations thereunder, as well as applicable rules of 
the NYSE. 


The Commission finds that the proposed rule changes 
set forth in File No. SR-NYSE-77-11, as amended, are 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and, in particular the 





See note 2 supra. 


‘See also Securities and Exchange Commission, Report 


of Special Study of Securities markets, H.R. Doc. No. 95, 
88th Cong., 1st Sess., pt. 1, at 112-15, and pt. 5 at 48 


(1963). 
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requirements of Section 6 and the rules and regula- 
tions thereunder.’ 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule changes be, and hereby are, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14221/December 1, 1977 


Notices have been issued giving interested persons 
until December 15 to request a hearing on applications 
of the following stock exchanges for unlisted trading 
privileges in the common stock of the specified 
securities: Boston Stock Exchange, Inc. - Levitz 
Furniture Corporation, $.40 par value; Philadelphia 
Stock Exchange, Inc. - Whiting Corporation, $5.00 par 
value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14222/December 1, 1977 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike from 





’The Commission’s approval of amendments to Section 7 
of Article IX of the NYSE Consitution and to NYSE 
Rules 318 and 345 is subject, nevertheless, to the 
Commission’s review under Section 31(b) of the 
Securities Act Amendments of 1975. See Securities 
Exchange Act Release No. 12157 (Mar. 2, 1976), 41 FR 
10662 (Mar. 12, 1976); Securities Exchange Act Release 
No. 13027 (Dec. 1, 1976), 41 FR 53557 (Dec. 7, 1976). 
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listing and registration the Class A Common Stock, no 
par value, of Canadian International Power Company 
Limited. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20274/November 28, 1977 


In the Matter of 
OHIO POWER COMPANY 


SOUTHERN OHIO COAL COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


(70-6090) 


NOTICE OF PROPOSED TRANSFER OF INVESTMENT 
IN COAL MINING DEVELOPMENT AND ASSOCIATED 
FACILITIES FROM UTILITY TO COAL MINING 
SUBSIDIARY IN EXCHANGE FOR CASH AND 
LONG-TERM DEBT NOTES OF SAID SUBSIDIARY; 
AND PROPOSED CAPITAL CONTRIBUTION FROM 
UTILITY TO SAID SUBSIDIARY IN CONNECTION 
THEREWITH 


NOTICE IS HEREBY GIVEN that Ohio Power Company, 
(“Ohio”), an electric utility subsidiary company of 
American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Southern Ohio Coal 
Company (“SOhio”), acoal mining subsidiary company 
of Ohio, have filed an application-declaration with this 
Commission, designating Sections 6, 7, 9, 10 and 12 of 
the Public Utility Holding Company Act of 1935 (“ACT“) 
and Rule 50(a)(3) promulgated thereunder as applicable 
to the proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


It is stated that SOhio is engaged in the development of 
coal reserves owned or controlled by Ohio. By order of 
this Commission (HCAR No. 17383, December 2, 1971), 
SOhio was authorized to issue and sell, and Ohio was 
authorized to acquire, 4,000 shares of SOhio’s common 
stock for a consideration of $2,500 per share 
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($10,000,000). Pursuant to such order, Ohio has 
purchased 4,000 shares of Southern Ohio’s common 
stock. SOhio commenced the development of the Meigs 
Mines, located in southeastern Ohio, in 1971. Itis stated 
that in order to further these activities Ohio itself 
subsequently engaged in mine development work and 
the construction of associated facilities both at the 
Meigs Mine complex and at the Martinka Mines. SOhio, 
however, remained and still remains, the actual operator 
of these mines and facilities. 


It is further stated that SOhio is developing Ohio’s coal 
resources in order to assure a reliable supply of coal for 
Ohio’s generating facilities in general, including the 
Mitchell Plant at Captina, West Virginia and the Ohio 
Electric Company’s General James M. Gavin Plant At 
Cheshire, Ohio. The Gavin Plant, which is owned by 
Oho Electric company, a wholly-owned subsidiary of 
Ohio, consists of two 1,300,000 kilowatt coal-fired 
steam eelctric generating units and receives coal from 
the Meigs Mines complex. Ohio’s Mitchell Plant 
consists of two coal-fired generation units with a 
combined capacity of 1,460,000 kilowatts (Unit 1 is 
rated at 660,000 kw and Unit 2 is rated at 800,000 kw) and 
receives coal from the Martinka Mines. It is further 
stated that the Gavin Plant’s annual coal requirement is 
7.5 million tons per year, while the Mitchell Plant’s need 
is 4.0 million. Coal being delivered to these respective 
plants from the Meigs Mines complex and the Martinka 
Mines conforms with the federal plan for sulfur dioxide 
emissions control. It is stated that a large part of the 
11.5 million tons of coal required annually for these 
units is being supplied from coal reserves owned by 
Ohio os as to assure an adequate and reliable fuel 
supply for these plants. The major coal reserves 
currently being developed by SOhio are the Wellston 
Reserve located in Meigs, Gallia and Vinton Counties, 
Ohio and the Hillman Reserve in Marion County, West 
Virginia. The combined reserves cover approximately 
77,000 acres and have a total reserve base of 705,000,000 
tons. The Wellston Reserve, currently being mined by 
SOhio’s Meigs Division, consists of 60,229 acres with 
an estimated reserve base of 545,831,000 tons of coal 
from the Clarion 4-A seam. The estimated recoverable 
clean reserve (reflecting current mining techniques and 
preparation plant operations) is approximately 
212,874,000 tons of coal. The Hillman Reserve, 
currently being mined by SOhio’s Martinka division, 
consists of 16,314 acres with an estimated reserve base 
of 159,149,000 tons of coal from the Lower Kittaning 
seam and with an estimated recoverable clean reserve of 
71,090,000 tons. 


It is proposed that Ohio convey its entire investment in 
coal mining development and associated facilities at the 
Meigs Mines complex and the Martinka Mines at its net 
book value as of the date of the transfer. As of June 30, 
1977, the net book value of such investment was 
approximately $245,016,000. Included among the 


assets to be transferred are the Meigs overland conveyor 
connecting the Meigs Mines to the Gavin Plant, the 
intermine conveyor between Meigs Mine Nos. 1 and 2, 
preparation plants and related facilities, surface lands 
and mineral rights and development costs. Ohio also 
proposes to assign to SOhio all coal leases held in the 
Hillman Reserve at the Martinka Mines. Ohio shall 
continue to remain secondarily liable for such leases. 


It is further proposed that, in exchange for the convey- 
ance of such investment by Ohio to SOhio, SOhio issue 
long-term debt notes and pay cash to Ohio, the cash 
portion to be offset by a capital contribution in an equal 
amount to be made by Ohio to SOhio, so as to establish 
adebt-equity ratio in Southern Ohio equal to the average 
debt-equity ratio of Ohio during the period such 
investment was made (combining for such purpose 
preferred stock and common equity). 


The price at which SOhio coal is sold to AEP system 
companies will not exceed the cost thereof to the seller. 
For this purpose, cost will include reasonable 
compensation for necessary capital which will be 
determined from Ohio’s overall cost of capital by 
applying to the seller’s capital represented by Ohio’s 
investment being transferred to SOhio, whether debt or 
equity, acomposite rate of return computed by applying 
to Ohio’s average capital structure during the period 
1971 to 1976, in which time investments were made, an 
interest rate on long-term debt equal to the weighted 
average of effective interest costs of Oho’s bond issues 
during this period (9.16%), a preferred dividend rate 
equal to the weighted average of effective dividend rates 
of Ohio’s preferred stock issues during this period 
(9.70’%) and a return on common equity not to exceed 
the rate of return on common equity specified by the 
Federal Energy Regulatory Commission (FERC) in the 
most recent wholesale rate proceeding involving Ohio. 
However, in the absence of such a determination at this 
time, it is proposed that the cost of common equity 
capital of SOhio be set at 13% until such time as FERC 
should take action specifying a rate of return in a 
wholesale rate proceeding involving Ohio in which case 
the rate then established by FERC shall then become 
applicable on a prospective basis to the then total 
common equity investment of Ohio in SOhio. 
Applicants-declarants cite recent retail rate decisions 
by two state utility commissions involving other AEP 
system companies in which rates of return on common 
equity of 13% - 13.5% were approved. 


It is further stated that upon completion of the transfer 
of such investment SOhio will require approximately 
$10,000,000 from the proposed date of transfer to 
December 31, 1980 to complete the capital improvement 
program presently underway at the Meigs and Martinka 
Mines. Authorization therefor is also being sought for 
Ohio to make investments in SOhio from time to time on 
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or before December 31, 1980 in an aggregate amount of 
$10,000,000. 


The return on such additional investment as well as the 
investment previously made in SOhio by Ohio will be 
determined from Ohio’s overall cost of capital by 
applying to such investments, whether debt or equity, a 
composite rate of return computed by applying to 
Ohio’s capital structure as of the end of the year 
preceeding the investment, an interest rate on long-term 
debt equal to the effective interest cost of Ohio’s last 
bond issue preceeding the investment, a preferred 
dividend rate equal to the effective dividend rate of 
Ohio’s last preferred stock issue preceeding the 
investment and areturn on common equity as described 
above. 


It is stated that no state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. Fees and expenses to be 
incurred in connection with the proposed transactions 
are estimated at $28,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 21, 1977, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by the 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed, or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1939 
Release No. 20275/November 28, 1977 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6069) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 


Alabama Power Company (‘‘Alabama’’), an electric 
utility subsidiary of The Southern Company, a 
registered holding company, has filed an application- 
declaration and ammendments thereto with this Com- 
mission purusuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 
50 promulgated thereunder insofar as those provisions 
are applicable to various aspects of the proposed 
transaction. 


Alabama proposes to issue and sell at competitive 
bidding up to 490,000 shares of its preferred stock, par 
value $100 per share (“Preferred Stock”). The Preferred 
Stock will be sold for a price to Alabama of not less than 
$100 per share nor more than $101.75 per share. The 
Preferred Stock will be sold to underwriters upon terms 
requiring the underwriters to deposit the Preferred 
Stock with a bank or trust company (“Depositary”) in 
exchange for depositary preferred shares (‘‘Depositary 
Preferred Shares”) which will be reissued through the 
Ten Depositary Preferred Shares will be issued for each 
share of Preferred Stock deposited. The initial public 
offering price of the Depositary Preferred Shares will be 
an amount equal to 10% of the price paid by the 
successful bidders to Alabama for the Preferred Stock. 


Alabama will enter into an agreement with the 
Depositary and the holders from time to time of the 
Depositary Preferred Shares (“Deposit Agreement”). 
The Deposit Agreement will provide that upon deposit of 
the new Preferred Stock, the Depositary will cause such 
stock to be transferred to the name of the Depositary and 
will execute and deliver to the persons specified by the 
depositor the number of Depositary Preferred Shares 
issuable in respect of such deposit. Each owner of a 
Depositary Preferred Share will be entitled propor- 
tionally to all the rights and preferences of the Preferred 
Stock (including dividends, redemption, !iquidation and 
voting). The Depositary Preferred Shares will be 
evidenced by depositary receipts (‘‘Depositary 
Receipts’’) issuable pursuant to the Depositary 
Agreement. Upon surrender of the Depositary Preferred 
Shares at the office of the Depositary, the holder will be 
entitled to receive that number of whole shares of the 
new Preferred Stock as shall be represented by the 
number of Depositary Preferred Shares surrendered. 

















The Depositary Preferred Shares will be redeemable on 
the same terms and conditions as the underlying 
Preferred Stock. Whenever Alabama redeems shares of 
the Preferred Stock, the Depositary will redeem that 
number of Depositary Preferred Shares which 
represents the number of shares of the new Preferred 
Stock to be redeemed by Alabama from the Depositary. 
The Deposit Agreement will provide that the Depositary 
will distribute dividends received on the new 
Preferred Stock to the holders of the Depositary 
Preferred Shares. The Preferred Stock will be voted by 
the Depositary as nearly as practicable in accordance 
with the instructions of the holders of the Depositary 
Preferred Shares. The Depositary will abstain from 
voting the Preferred Stock to the extent it does not 
receive instructions from the holders of the Depositary 
Preferred Shares. 


Alabama proposes to use the proceeds from the sale of 
the new Preferred Stock, along with other funds, in 
financing its 1977 construction costs, estimated at 
November 18, 1977, to be $533,794,000, in paying a 
portion of notes payable incurred for such purpose and 
in retiring $10,740,000 principal amount of first 
mortgage bonds. Other funds used or to be used for 
such purposes include (1) funds recieved in July, 1977 
from the sale of $100,000,000 principal amount of First 
Mortgage Bonds, 8-3/4% Series due July 1, 2007, (2) 
$32,194,000 of funds from revenue bond issues of public 
authorities for financing certain of Alabama’s pollution 
control facilities, (3) $95,000,000 of additional equity 
funds from The Southern Company, (4) proceeds from 
the sale in September, 1977 of 500,000 shares 
($50,000,000) of 9% Preferred Stock, (5) proceeds from 
the proposed sale in October, 1977 of $200,000,000 
aggregate principal amount of first mortgage bonds and 
(6) a net decrease of $18,340,000 from the net change in 
notes payable, from the leasing of nuclear material and 
from usual internal sources. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $240,000, 
including legal fees of $55,000 and accounting fees of 
$6,500. The fee of counsel for the purchasers of the 
Preferred Stock is estimated at $24,500 and will be paid 
by the successful bidders. The issuance of the preferred 
stock has been authorized by the Alabama Public 
Service Commission. No other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20240), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary, and that it is 


appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20276/November 29, 1977 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-5432) 


ORDER AUTHORIZING AMENDMENT TO BANK LOAN 
AGREEMENT BY SUBSIDIARY SERVICE COMPANY 


General Public Utilities Corporation (‘‘GPU’’), a 
registered holding company, and its subsidiary service 
company GPU Service Corporation (“Service Com- 
pany”) have filed post-effective amendments to their 
declaration previously filed and amended with this 
Commission pursuant to Sections 6(a), 7 and 12 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transaction. 


By order dated December 27, 1973 (HCAR No. 18237) 
issued in this proceeding, Service Company was 
authorized to issue and sell to The Fidelity Bank, 
Philadelphia, Pennsylvania (the “Bandk”) notes to 
evidence a borrowing of $6,000,000, and GPU was 
authorized to guarantee the payment of such borrowing. 
The borrowing was payable over a 5 year term in 19 
quarterly installments of $50,000 each, commencing on 
March 31, 1974, witha final installment in the amount of 
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the entire unpaid principal of $5,050,000 payable on 
December 31, 1978. The borrowing bore interest on the 
unpaid principal balance at a rate equal to 125% of the 
large business prime rate of interest in effect at the Bank 
from time to time, payable on the principal payment 
dates. Service Company had the right to prepay the 
indebtedness without premium at any time in whole or 
in part, and was not required to maintain any 
compensating balances with respect to the borrowing. 


By post-effective amendments filed in this proceeding it 
is now proposed that the loan agreement with the Bank 
be amended (1) to change the rate of interest on the 
$5,250,000 remaining indebetedness from a floating 
rate to a fixed rate of 8.10%, and (2) to extend the 
maturity of such indebetedness to September 30, 1984. 
It is proposed that a new note (“Note”) be issued by 
Service Company in exchange for the presently 
outstanding note. The Note will be payable in 27 
quarterly installments of $50,000 each, commencing on 
December 31, 1977, with a final installment in the 
amount of the entire unpaid balance of $3,900,000 
payable on September 30, 1984. Interest will be payable 
on the principal payment dates. Service Company will 
continue to have the right to prepay the remaining 
indebtedness without premium at any time in whole or 
in part, and will not be required to maintain any 
compensating balances with respect to the 
indebtedness. It is contemplated that GPU will continue 
to guarantee the payment of the indebtedness. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $4,500, 
including legal fees of $2,250. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20236), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said 
declaration, as amended by said post-effective 
amendments, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendments, be, and it 
hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20277/November 30, 1977 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6084) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO A BANK AND 
A DEALER IN COMMERCIAL PAPER AND EXEMPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Yankee Atomic Electric 
Company (‘‘Yankee Atomic’’), an electric utility 
subsidiary company of New England Electric System 
and Northeast Utilities, registered holding companies, 
has filed a declaration with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act and 
Rule 50(a)(5) promulgated thereunder as applicable to 
the proposed transactions. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Yankee Atomic proposes to issue and sell from time to 
time, but not later than December 31, 1978, short-term 
promissory notes in order to finance the cost of nuclear 
fuel or to use for other corporate purposes. The notes 
are expected to be sold to The First National Bank of 
Boston, Massachusetts, or to A. G. Becker & Company, 
Incorporated (“Becker”), a dealer in commercial paper, 
or both, up toa maximum aggregate principal amount of 
$26,000,000 to be outstanding at any one time. Yankee 
Atomic now has borrowing authority aggregating 
$20,000,000 through December 31, 1977 (file No. 
70-5932) and expects to have about $17,700,000 of 
short-term debt outstanding at the end of 1977. During 
1978, Yankee Atomic expects to spend approximately 
$10,000,000 for nuclear fuel and to make capital 
expenditures of approximately $2,000,000 for plant 
improvements. 




















The proposed short-term borrowing will be repaid from 
time to time in part from internally generated funds, 
and the balance will be refinanced either through 
additional short-term borrowings or permanent 
financing. 


The proposed borrowings from The First National Bank 
of Boston will be evidenced by notes payable maturing 
in less than one year from the date of issuance and will 
provide for prior payment in whole or in part without 
premium. Yankee will either maintain funds in the bank 
which represent compensating balances or, in lieu 
thereof, pay fees equivalent to such compensating 
balance requirement. The notes will bear interest at not 


. in excess of the prime rate (not including fees in lieu of 


compensating balances). Based on prevailing 
compensating balance requirements of 10% of the line 
of credit and 10% of any borrowings thereunder, or 
fees equivalent thereto, the effective cost to Yankee 
would be approximately 9.69% per annum assuming 
borrowings up to the maximum amount of the lines of 
credit based on a prime rate of 7-3/4%. 


Yankee Atomic also proposes to issue and sell its 
commercial paper during the period through December 
31, 1978, directly to Becker. Becker, as a principal, will 
reoffer such commercial paper to not more than 200 of 
its customers whose names appear on a nonpublic list 
prepared by Becker in advance. No additions will be 
made to such list of customers. It is expected that such 
commercial paper will be held to maturity by the 
purchasers, but, if any such purchaser wishes to resell 
prior to maturity, Becker, pursuant to an oral 
repurchase agreement, will repurchase the paper for 
resale to others on said list of customers. The 
commercial paper so issued and sold will be in the 
form of unsecured promissory notes having varying 
maturities of not in excess of 270 days. Actual 
maturities will be determined by market conditions, the 
effective interest cost to Yankee Atomic, and Yankee 
Atomic’s cash requirements at the time of issuance. 
The commercial paper will be in demoninations of not 
less than $50,000 and not more than $1,000,000 and 
will not by its terms be prepayable prior to maturity. 
The Commercial paper will be purchased by Becker 
from Yankee Atomic at a discount which will not be in 
excess of the discount rate per annum prevailing at the 
date of issuance for the particular maturity at which 
prime commercial paper’ of comparable quality is sold 
by public-utility issuers to commercial paper dealers. 
Becker will initially reoffer the commercial paper at a 
discount rate not more than 1/8 of 1% per annum less 
than the prevailing discount rate to Yankee Atomic. No 
commercial paper notes having a maturity of more than 
90 days will be issued at an effective interest cost 
which exceeds the effective interest cost at which 
Yankee Atomic could borrow from The First National 
Bank of Boston. 


Yankee Atomic requests exemption from the 
competitive bidding requirements of Rule 50 with 
respect to the proposed issuance and sale of 
commercial paper pursuant to paragraph (a)(5) thereof 
and also proposes to file the requisite certificates of 
notification under Rule 24 covering the proposed 
transactions on a quarterly basis. 


The fees and expenses to be incurred by Yankee 
Atomic in connection with the proposed transactions 
are estimated to be approximately $3,000, including 
not in excess of $1,000 for services performed at cost 
by New England Power Service Company, an affiliated 
service company. It is stated that no State commission 
and no Federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 23, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interst, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20278/November 30, 1977 


In the Matter of 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


(70-6072) 


ORDER AUTHORIZING PROPOSED SALE AND 
LEASEBACK OF REAL PROPERTY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed 
an application-declaration and amendments thereto 
with this Commission pursuant to Sections 9(a) and 10 
of the Public Utility Holding Company Act of 1935 
(“Act”), regarding the following proposed transaction. 


PSO proposes to enter into a sale-leaseback 
transaction with Pulse Associates (“Pulse”), a 
Connecticut limited partnership, pursuant to which 
PSO will sell to and concurrently lease back from Pulse 
a parcel of real estate in Tulsa, Oklahoma (“Property”) 
and all improvements thereon (‘‘Improvements’’), 
consisting of an existing structure which PSO is 
remodeling and reconstructing for use as its corporate 
headquarters. The purchase price will be an amount 
equal to the net book value of the Property and the 
Improvements at the date of sale (“Closing Date”), and 
is presently estimated at $3,700,000. On the Closing 
Date, PSO will receive $100,000 in cash from Pulse and 
Pulse’s mortgage note payable to PSO (the 
“Construction Loan”) in an amount equal to the 
balance of the purchase price. Also on the Closing 
Date, PSO will enter into a lease agreement (“Lease”) 
and will agree to complete the Improvements as 
general contractor on behalf of Pulse pursuant to the 
terms of the Construction Agreement (“Construction 
Agreement”). All additional costs to complete the 
Improvements, estimated currently to be $7,525,000, 
will be loaned by PSO and added to the principal 
balance of the Construction Loan. Pulse will pay 
interest to PSO on the average outstanding balance of 
the Construction Loan at the rate of 912% per annum. 


The Construction Loan will be repaid on March 1, 1979 
from the proceeds of a permanent mortgage loan 
(“Permanent Loan”) to be made to Pulse by American 
United Life Insurance Company and Lincoln National 
Life Insurance Company, in the principal amount equal 
to the sum of (i) $100,000, (ii) the final principal 
balance of the Construction Loan (iii) the total amount 
of interest paid to PSO under the Construction Loan 
and (iv) sales taxes paid by Pulse, if any, for materials 
used in the construction of the Improvements (such 
sum being herein referred to as the “Project Cost”), 
less Pulse’s capital investment. It is anticipated that 
the Permanent Loan will be in an amount equal to 
approximately 90% of the Project Cost. In the event 
and to the extent that the Project Cost exceeds 
$12,347,500, PSO will bear such costs without 
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reimbursement from Pulse. The Construction Loan and 
the Permanent Loan will be secured by a mortgage on 
the Property and Improvements but shall be without 
recourse to Pulse. 


The Lease will be a net lease with an interim term 
(“Interim Term”) from the Closing Date to the earlier of 
either December 1, 1978 or the date of completion of 
construction; an initial term (“Initial Term”) of 30 years 
beginning from the expiration of the “Interim Term”; 
and, at PSO’s option, up to six successive five year 
renewal terms (“Renewal Terms”). PSO will pay 
monthly rental, in arrears, at the rate of $608 during the 
Interim Term, and will pay monthly rentals. of 
.685571% of the Project Cost during the Initial Term, 
less $50 per month. The effective annual rate of this 
rental is 8.2215%, assuming a Project Cost of 
$11,225,000. The effective annual interest cost to PSO 
of the rental is estimated to be 7.3%. For any Renewal 
Term, the monthly rental will be 45% of the monthly 
rental during the Initial Term. 


PSO’s liability under the Lease will include liability for 
the payment of all taxes, assessments, utility charges, 
the cost of insurance, repairs and maintenance and the 
removal of all liens and encumbrances, other than the 
lien of the Construction Loan, the Permanent Loan and 
certain permitted encumbrances, as described in the 
Lease. 


The Lease is expressly terminable only as provided by 
specific provisions therein. Termination may be 
effected by PSO by exercising an option to purchase 
the Property and Improvements on the last day of the 
Initial Term at a price equal to the greater of (i) the price 
determined pursuant to Schedule C of the Lease, which 
schedule will amortize the initial principal balance of 
the Permanent Loan down to $1,500,000 over the Initial 
Term, or (ii) the fair market value of the Property and 
the Improvements, considered as being encumbered by 
the Lease. If PSO fails to exercise its purchase option, 
it will nevertheless be deemed to have offered to 
purchase the Property and Improvements at the 
expiration of the Initial Term for the Schedule C value. 
The Lease is also terminable at any rental payment date 
after December 1, 1993 if the use of the Property and 
Improvements have become uneconomical for 
continued use in PSO’s operations, and upon such 
termination PSO is required to offer to purchase the 
Property and Improvements at the price determined by 
Schedule C to the Lease. 


PSO is also required to offer to purchase the Property 
and Improvements at the price determined by Schedule 
C to the Lease if any casualty occurence, as defined, 
should occur, rendering the Improvements unsuitable 
for restoration. PSO may sublet the Property and 
Improvements or assign its interests therein but no 
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such sublet or assignment will affect its liabilities 
under the Lease. 


Fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $49,950, 
including $14,500 in legal fees and $32,450 in state 
taxes and title insurance charges. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction with respect to the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20238), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act and 
subject to the proviso that nothing in this order shall be 
construed as in any manner affecting the jurisdiction of 
any other regulatory authority with respect to 
accounting or similar matters in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20279/November 30, 1977 


In the Matter of 


CEDAR COAL COMPANY 
Charleston, West Virginia 25301 


(70-5954) 


SUPPLEMENTAL ORDER EXTENDING BANK BOR- 
ROWING BY SUBSIDIARY COAL COMPANY 


Cedar Coal Company (“Cedar”), a coal company 
subsidiary of Appalachian Power Company(“Appala- 
chian”), an electric utility subsidiary of American 
Electric Power Company, Inc., a registered holding 
company, has filed a post-effective amendment to a 
declaration previously filed with this Commission 
pursuant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. .Cedar does not own coal 
properties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. 


It is planned to expand the mining capacity of Cedar to 
approximately 4 million tons per year by 1979 at a cost 
of approximately $50,000,000. The bulk of Cedar’s coal 
production is expected to be used by the John E. Amos 
plant (owned jointly by Appalachian and its affiliate, 
Ohio Power Company). Expansion plans for Cedar 
include the development of a 1,000 ton per hour coal 
preparation plant, coal handling facilities and railroad 
loadout, all presently under construction (the “White 
Oak preparation plant”). The cost of the White Oak 
preparation plant is currently estimated to be 
approximately $20,000,000. 


By prior order in this proceeding, Cedar was authorized 
to borrow up to $18,000,000 to finance the White Oak 
preparation plant (HCAR No. 20017, May 3, 1977). 
Pursuant to the authorization, Cedar entered into a 
Credit Agreement (“agreement”) with Irving Trust 
Company (“Irving Trust”) which permitted Cedar to 
borrow an aggregate principal amount not to exceed 
$18,000,000 outstanding at any one time. The 
borrowings are evidenced by a note (“note”) issued by 
Cedar to Irving Trust bearing interest at a rate no 
greater than the prime rate in effect at Irving Trust from 
time to time. Compensating balances are required in 
the amount of 10% of the amount of the bank line 
made available by Irving Trust, together with additional 
compensating balances in the amount of 10% of the 
amount of any borrowings. Borrowings on the note are 
due and payable in installments, with 50% of the 
outstanding balance of the borrowings being payable 
on November 30, 1977, and the remainder being 
payable on December 30, 1977. 


Borrowings pursuant to the agreement were made in 
contemplation of a sale-leaseback transaction 
involving the White Oak preparation plant (said 
transaction to be the subject of a further applicaton to 
this Commission). It was proposed to retire the 
borrowings from Irving Trust under the agreement with 
the proceeds of the sale and leaseback transaction. 
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Cedar and Appalachian have applied to the 
Commission for authorization of the sale and 
leaseback of the White Oak preparation plant, with 
notice of the sale and leaseback transaction issuing on 
November 18, 1977 (HCAR No. 20262 in File No. 
70-6087). 


It is now proposed that the installment payment dates 
specified in the agreement be extended from November 
30, 1977 and December 30, 1977 to December 30, 1977 
and January 31, 1978, respectively. It is stated that the 
extention of the agreement will provide additional time 
within which to consumate the sale and leaseback 
transaction. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. No fees nor expenses are to be incurred in 
connection with the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20280/November 30, 1977 


Admin. Proc. File No. 3-5309 
In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02865 
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BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


(54-257) 


ORDER RATIFYING NOTICE OF FILING AND 
DESIGNATION OF DATE FOR HEARING 


IT IS ORDERED that the notice of filing and 
designation of a date for hearing issued pursuant to 
delegated authority on October 26, 1977 of a plan filed 
pursuant to Section 11(e) of the Public Utility Holding 
Company Act of 1935 by Eastern Utilities Associates, a 
registered holding company and its above-named 
subsidiary electric utility companies hereby is ratified. 


IT IS FURTHER ORDERED that a hearing on this matter 
be held, December 2, 1977, at the office of the 
Securities and Exchange Ccmmission, 500 North 
Capitol Street, N.W., Washington, D.C. 20549, at 10 
o’clock a.m. in such room as may be designated by the 
hearing room clerk. The hearing may be adjourned from 
time to time without further notice. However, persons 
filing an application to participate or be heard will 
receive notice of any adjournment of the hearing as 
well as other actions of the Commission involving the 
subject matter of these proceedings. 


IT IS FURTHER ORDERED that an Administrative Law 
Judge, hereafter to be designated, shall preside at said 
hearing. The officer so designated is hereby authorized 
to exercise all the powers granted to the Commission 
under Section 18(c) of the Act and to a hearing officer 
under the Commission’s Rules of Practice. 


IT IS FURTHER ORDERED that at said hearing 
evidence shall be adduced with respect to the matters 
and questions raised in the notice of October 26, 1977. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate, in whole or in part, 
either for hearing or for disposition, any issues or 
questions which may arise in these proceedings and to 
take such other action as may appear conductive to an 
orderly, prompt, and economical disposition of the 
matters invoived. 


By the Commission. 


George A. Fitzsimmons 
Secretary 




















PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20281/December 1, 1977 


In the Matter of 


MICHIGAN POWER COMPANY 
100 South Main Street 
Three Rivers, Michigan 49093 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-4538) 


NOTICE OF PROPOSED EXTENSION OF TIME FOR 
OPEN ACCOUNT ADVANCES BY HOLDING COM- 
PANY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, and its public-utility subsidiary company, 
Michigan Power Company (“MPC”), have filed with this 
Commission a post-effective amendment to their 
declaration, as previously amended, in this proceeding 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Section 12(b) of the Act and 
Rule 45 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons 
are referred to the declaration, as now amended, which 
is summarized below, for a complete statement of the 
proposed transaction. 


By orders dated October 10, 1967, May 2, 1968, May 26, 
1969, December 16, 1969, October 28, 1970, December 
21, 1971, March 23, 1972, November 29, 1972, 
December 27, 1973, December 4, 1974, December 16, 
1975, and December 23, 1976 (HCAR Nos. 15872, 
16051, 16383, 16559, 16880, 17405, 17508, 17783, 
18232, 18686, 19297, and 19820), this Commission, 
among other things, authorized AEP to make 
open-account advances to MPC up to $12,000,000 
outstanding at any one time. Such advances are to be 
repaid on or before December 31, 1977, provided that 
the advances are not to be repaid before the preferred 
stock of MPC is retired. 


Declarants now request autorization for an extension of 
time through December 31, 1978, to make the aforesaid 
open-account advances and to repaysuch advances, 
provided that the advances are not to be repaid prior to 
the retirement of the preferred stock of MPC. 


The proceeds from the open-account advances are 
required by MPC in connection with its construction 
program, which for the year 1978 is expected to amount 
to approximately $4,300,000, and to pay bank loans the 
proceeds of which were used in connection with past 


expenditures in connection with MPC’s construction 
program. Declarants state that the open-account 
advances will be repaid with a portion of the proceeds 
to be realized by MPC in connection with the 
divestment by MPC of its gas assets. 


Any fees or expenses to be incurred in connection with 
the proposed transaction will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person, may, not later than December 28, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
post-effective amendment to the declaration which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarants at the above-stated addresses and proof of 
serv ice (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as further 
amended by said post-effective amendment or as it 
may be further amended, may be permitted to become 
effeective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rule 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release no. 20282/December 1, 1977 


In the Matter of 

GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 

New York, New York 10005 


SEC DOCKET/951 








(70-5957) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING EXTENSION OF TIME FOR 
CAPITAL CONTRIBUTIONS TO SUBSIDIARY COM- 
PANY 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporaton (‘‘GPU’’), a registered holding 
company, has filed with this Commission a 
post-effective amendment to the declaration previously 
filed in this proceeding pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), designating 
Section 12(b) of the Act and Rule 45 promulgated 
thereunder as applicable to the following proposed 
transaction. All interested persons are referred to the 
declaration, as now amended, which is summarized 
below, for a complete statement of the proposed 
transaction. 


By order dated February 22, 1977 (HCAR No. 19895), 
the Commission authorized GPU to make cash capital 
contributions from time to time during the-period ending 
December 31, 1977, to two of its major operating 
subsidiaries, Jersey Central Power & Light Company 
(‘‘JCP&L’’) and Pennsylvania Electric Company 
(‘‘Penelec’’), in amounts up to an aggregate of 
$100,000,000, such amounts to be allocated between 
such subsidiaries so as to best match the needs of each 
such subsidiary. 


GPU now proposes to make cash capital contributions, 
from time to time during the period ending December 
31, 1978, to JCP&L of amounts up to an aggregate of 
$70,000,000. During 1978, JCP&L will require an 
aggregate of approximately $305,000,000 for its 
constructon program, including anticipated net 
payments to Metropolitan Edison Company and Penelec 
relating to the transfer of ownership in portions of 
certain generating stations and approximately 
$16,000,000 for sinking fund and refinancing purposes. 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by 
amendment. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction with respect to the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effective 
amendment to the declaration which he desires to 
controvert; or he may request that he be notified if the 
Commision should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
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mai! upon the declarant at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as amended by 
said post-effective amendment or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20283/December 1, 1977 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O.Box 1631 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


PUBLIC SERVICE OMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


CSR SERVICES, INC. 
One Main Place-Suite 2700 
Dallas, Texas 75250 


(70-5930) 
NOTICE OF PROPOSED AMENDMENT TO SYSTEM 


MONEY POOL ARRANGEMENT FOR SHORT-TERM 
BORROWINGS 











| 
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NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (‘‘CSW’’), a registered holding 
company, and five of its subsidiary companies, Central 
Power and Light Company, CSR Services, Inc., 
Southwestern Electric Power Company, West Texas 
Utilities Company, and Public Service Company of 
Oklahoma (collectively, the ‘‘subsidiaries’’), have filed a 
post-effective amendment to their application- 
declaration previously filed with this Commission 
pursuant to the Public Utility Holding company Act of 
1935 (‘‘Act’’), designating Sections 6, 7, 9(a), 10, 12(b) 
and 12(f) of the Act and Rules 43, 45 and 50 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a complete 
statement of the proposed transaction. 


By order dated December 30, 1976 (HCAR No. 19829) 
issued in this proceeding, CSW and the subsidiaries 
were authorized, inter alia, to establish a system money 
pool (‘‘money pool’’) to coordinate their short-term 
borrowings and to make borrowings outside the money 
pool from banks and through the issuance of commercial 
paper. The money pool is composed from time to time of 
funds from the following sources: (i) surplus funds of 
CSW; (ii) surplus funds of any of the subsidiaries; (iii) 
borrowings by CSW or the subsidiaries from banks; and 
(iv) proceeds from CSW’s sales of commercial paper. 
CSW administers the money pool by matching up, to the 
extent possible, short-term cash surpluses and loan 
requirements of CSW and the various subsidiaries. 
Subsidiary requests for short-term loans are met first 
from surplus funds of the other subsidiaries which are 
available to the money pool, and then from CSW’s 
corporate funds to the extent available. To the extent 
that subsidiary contributions of surplus funds to the 
money pool and CSW’s corporate funds are insufficient 
to meet subsidiary requests for short-term loans, 
borrowings are made from outside the system. The 
interest rate applicable to all loans of surplus funds 
through the money pool is the rate published in The Wall 
Street Journal for commercial paper placed directly by a 
major finance company and having a term most nearly 
equal to the term of the particular money pool loan in 
question. The interest rate applicable ot funds borrowed 
by CSW from external sources and loaned through the 
money pool is equal to CSW’s net cost for the external 
borrowings. No loan is made by CSW or a subsidiary if 
the borrowing subsidiary could borrow more cheaply 
directly from banks or through the sale of its own 
commercial paper. 


By post-effective amendment filed in this proceeding, it 
is proposed to amend the money pool arrangement to 
provide that while no loan will be made by CSW or a 
subsidiary if the borrowing subsidiary could borrow 
more cheaply directly from banks or through the sale of 
its own commercial paper, a subsidiary will nonetheless 


borrow directly from a bank, even if the cost of such 
borrowing is not less than the cost of equivalent 
borrowings through the money pool, if and only to the 
extent that such bank requires that such borrowings be 
made as a condition of maintaining the subsidiary’s line 
of credit with such bank. It is stated that this flexibility is 
necessary because the subsidiaries do not maintain 
adequate balances with some of the smaller banks with 
which the subsidiaries have lines to compensate the 
banks for the lines without making some actual 
borrowings. 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by 
amendment. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effective 
amendment to the application-declaration which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the 
application-declaration, as amended by said post- 
effective amendment or as it may be further amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20284/December 1, 1977 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-6101) 


NOTICE OF PROPOSED AGREEMENT WITH STATE 
AUTHORITY FOR CONSTRUCTION OF POLLUTION 
CONTROL EQUIPMENT: REQUEST FOR EXCEP- 
TION FROM COMPETITIVE BIDDING. 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company (‘‘SWEPCO’’), an electric utility 
subsidiary of Central and South West Corporation, a 
registered holding company, has filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 6(a), 7, 9(a)(1), 10 and 12(d) of the 
Act and Rules 44 and 50, promulgated thereunder, as 
applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement of 
the proposed transaction. 


SWEPCO has begun construction of a coal-fired 
generating unit, designated Welsh Unit No. 2 (‘‘Unit’’) 
in Titus County, Texas. The Unit is scheduled to be 
completed in 1980, will have a rated capacity of 528 
megawatts and is expected to cost approximately 
$131 ,472,000. 


SWEPCO states that compliance with applicable state 
and federal environmental control standards requires it 
to construct and equip the Units with air and water 
pollution control facilities and sewage and solid waste 
disposal facilities (‘‘Facilities’’). SWWEPCO states that it 
proposes to enter into a First Amendatory Instaliment 
Sale Agreement (‘‘Amendatory Agreement’’) with the 
Titus County Fresh Water Supply District No. 1 
(‘‘District’’), an instrumentality of the State of Texas, 
pursuant to which the District will undertake the 
financing of the Facilities and which Amendatory 
Agreement is contemplated by the Installment Sale 
Agreement relating to the District’s Pollution Control 
Revenue Bonds, 1974 Series A (Southwestern Electric 
Power Company Project) (the ‘1947 Bonds’’) which was 
entered into pursuant to the Commission’s order of 
October 17, 1974 (HCAR No. 18609). The Amendatory 
Agreement provides that SWEPCO will transfer to the 
District its interest in the Facilities and that the District 
will own the Facilities during the period of construction. 
SWEPCO states that, as agent for the District, it will 
provide for the completion of the Facilities and will be 
reimbursed by the District for the costs incurred in 
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connection therewith. SWEPCO further states that title 
to the Facilities will be reconveyed to it pursuant to the 
Amendatory Agreement upon completion of con- 
struction. 


The acquisition and construction of the Facilities will be 
financed through the issuance and sale by the District of 
its Pollution Control Revenue Bonds, 1978 Series A 
(Southwestern Electric Power company Project, in an 
aggregate amount presently expected to be 
approximately $17,500,000 and in no event to exceed 
$18,500,000 (‘‘Bonds’’). 


The Bonds will be issued pursuant to a First 
Supplemental Indenture of Trust (‘‘Supplemental 
indenture’’) in accordance with the provisions of the 
Trust Indenture relating to the 1974 Bonds and under 
which Manufacturers Hanover Trust Company, New 
York, New York, is Trustee (‘‘Trustee’’). SWEPCOstates 
that the District will adopt a resolution authorizing the 
issuance of the Bonds under the conditions 
contemplated by the Amendatory Agreement and the 
Supplemental Indenture, for the purpose of financing 
the Facilities. 


The Bonds will be dated on or about the first day of the 
month in which they are issued, presently scheduled for 
January 1978, will bear interest semiannually and will 
mature at a date or dates not more than 30 years from 
their date of issuance with the exact maturity dates to be 
determined at the time of pricing. 


The Bonds will be redeemable at any time in whole, at 
SWEPCO’s option, at par plus accrued interest upon the 
occurrence of various extraordinary events specified in 
the Amendatory Agreement and the Supplemental 
Indenture. All of the Bonds, or such portion of the Bonds 
maturing more than 10 years after the date of issuance, 
will be redeemable in whole on any date or in part on any 
interest payment date on or after a date to be 10 years 
from the date of issuance, at SWEPCO’s option, at 
redemption prices (plus accrued interest) beginning at 
103% of principal amount and declining by 0.5% each 
year thereafter to par for redemption on or after a date 16 
years from the date of issuance. The Bonds will be 
subject to mandatory redemption at par plus accrued 
interest if the Amendatory Agreement shall be 
constitutional amendment or legislative, administrative 
or judicial action become void or unenforceable or 
impossible of performance on a permanent basis. Allora 
portion of the Bonds maturing more than 10 years after 
the date of issuance will be subject to mandatory 
redemption in satisfaction of sinking fund provisions 
under the Supplemental Indenture. The sinking fund 
provisions will be determined in detail at the time of 
pricing, but will be designed (in combination with any 
serial maturities prior to 30 years from the date of 
issuance) to retire in less than 30 years at least 25% in 
principal amount of the Bonds. 
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SWEPCO states that Bond counsel has informed it that, 
subject to the completion of its investigation with regard 
to the qualification of the Facilities under the Internal 
Revenue Code for tax-exempt financing, it is prepared to 
render its legal opinion to the effect that interest on the 
Bonds will be exempt from federal income taxation. 
SWEPCO states that while it is not possible to ascertain 
in advance the interest rate which may be obtained in 
connection with the issuance of the Bonds, it has been 
advised that similar tax-exempt bonds generally carry 
an annual interest rate which is significantly lower than 
that of comparable taxable bonds. 


SWEPCO states that the proceeds from the sale of the 
Bonds will (except as otherwise required under the 
Supplemental Indenture) be placed in a Construction 
Fund created and established under the Supplemental 
Indenture and will be disbursed to reimburse SWEPCO 
for (i) the cost of acquisition and construction of the 
Facilities, (ii) the Trustee’s expenses and (iii) the 
District’s administrative and overhead expenses 
incurred in connection with the issuance of the Bonds, all 
in the manner specified in the Amendatory Agreement 
and allowed by the Supplemental Indenture. In the event 
the amounts in the Construction Fund are insufficient to 
cover such costs, the Amendatory Agreement obligates 
SWEPCO to complete construction of the Facilities at its 
own expense. 


SWEPCO states that the Amendatory Agreement 
contains unsecured commitments by it to pay to the 
Trustee on behalf of the District, at specified times, in 
payment of the purchase price for the Facilities, 
amounts sufficient to enable the District to service the 
Bonds through the payment of principal, interest, 
sinking fund and redemption premium requirements 
with respect to the Bonds. Such amounts are assigned 
under the Amendatory Agreement to the Trustee and 
are to be held under the Supplemental Indenture in a 
Bond Fund to be maintained for the discharge of the 
District’s obligations on the Bonds. 


SWEPCO states that it is contemplated that the Bonds 
will be sold by the District pursuant to arrangements 
between the District and Merrill Lynch, Pierce, Fenner 
and Smith Incorporated, as Underwriter. The 
Underwriter may, if market conditions at the time of 
offering dictate, add other underwriters to assist in the 
offering and sale. SWEPCO will not be a party to the 
Contract of Purchase pursuant to which the 
Underwriter will purchase the bonds from the District 
but the Contract of Purchase is subject to approval by 
SWEPCO and SWEPCO will furnish a Letter of 
Representation, containing various warranties, repre- 
sentations and indemnities, on which the Underwriter 
and District will rely in entering into the Contract of 
Purchase. 


SWEPCO requests that the Amendatory Agreement 
and the Contract of Purchase be excepted from the 
competitive bidding requirements of Rule 50 pursuant 
to subsection (a)(5) thereof. 


It is stated that the fees and expenses to be incurred by 
SWEPCO in connection with the proposed transaction 
will be supplied by amendment. It is stated that no 
state commission and no federal commission, other 
than this commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he benotified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20285/December 1, 1977 


In the Matter of 

INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 

(70-5858) 
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NOTICE OR POST-EFFECTIVE AMENDMENT 
REGARDING PROPOSED ISSUE AND SALE OF 
NOTES TO BANKS AND A DEALER IN COM- 
MERCIAL PAPER AND REQUEST FOR EXEMPTION 
FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (‘‘I&M’’), an electric utility 
subsidiary company of American Electric Power 
Company, Inc., aregistered holding company, has filed 
with this Commission a sixth post-effective amendment 
to itZ application previously filed in this proceeding 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Section 6(b) of the Act and 
Rules 50(a)(2) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application, as amended by 
said post-effective amendment, which is summarized 
below, for a complete statement of the proposed 
transactions. 


By orders dated June 30, August 20, September 15, 
1976, February 23, 1977, and July 18, 1977, (HCAR 
Nos. 19598, 19655, 19680, 19898 and 20113), this 
Commission, among other things, authorized the 
issuance and sale of short-term notes by |&M to 37 
banks with lines of credit in an aggregate amount of 
$189,840,000, to a dealer in commercial paper and to 
the trust departments of two commercial banks. By said 
orders, !&M was authorized to incur short-term 
borrowings through June 30, 1978, to mature no later 
than December 31, 1978, in an aggregate principal 
amount not to exceed $125,000,000 outstanding at any 
time. This amount, date, and maturity were to be 
limited as allowable under I&M’s Articles of 
Acceptance (20% of capitalization as defined therein, 
December 31, 1976, and June 30, 1977, respectively). 
1&M was granted an exemption from the competitive 
bidding requirements of Rule 50 in connection with the 
issuance of this short-term debt. Pursuant to order 
dated September 29, 1976, in proceeding 70-5887 
(HCAR No. 19697), 1&M called a special meeting of its 
cumulative preferred shareholders on October 13, 1976, 
at which time 1&M was permitted, under its Articles of 
Acceptance, to issue short-term debt up to 20% of 
capitalization as defined therein, to December 31, 1980, 
with maturity no later than June 30, 1981. 


By its sixth post-effective amendment, 1&M requests 
that the authority granted to it in the above-cited 
orders, and the exemption from the competitive 
bidding requirements of Rule 50, be modified to allow 
1&M to issue and sell short-term notes to 39 named 
banks and to a dealer in commercial paper to June 30, 
1978. 1&M proposes to incur such short-term debt in an 
aggregate principal amount not to exceed $125,000,000 
outstanding at any one time, with none of the notes to 
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mature later than December 31, 1978. As of November 
7, 1977, 1&M had $103,345,000 of such short-term debt 
outstanding. 


It is stated that 1&M has lines of credit with 39 named 
banks which total $282,640,000. For purposes of 
borrowing, these banks are of three classes. Each note 
to be issued to a Class | bank will mature not more than 
270 days after the date of issuance or renewal thereof, 
and will be prepayable at any time without premium or 
penalty. 1&M’s credit arrangements with these banks 
require it to maintain compensating balances equal to a 
percentage of the line of credit made available by the 
bank plus a percentage of any amount actually 
borrowed (generally not in excess of 10% of the line of 
credit and 10% of the amount borrowed). In most cases 
1&M maintains deposit balances for its operational and 
financial needs in amounts sufficient to satisfy any 
compensating balances required with respect to 
borrowings from such banks. Borrowings from a Class | 
bank would generally bear interest at an annual rate not 
greater than the bank’s prime commercial rate in effect 
from time to time. 


Each note to be issued to a Class I! bank will mature not 
more than 90 days after the date of issuance or renewal 
thereof, and will be prepayable at any time without 
premium or penalty. |1&M’s credit arrangements with 
these banks require it to maintain compensating 
balances of 5% of the line of credit and to pay a fee 
equal to 4% of the bank’s prime commercial rate then 
in effect on the size of the line. The combination of 5% 
compensating balances and a fee is generally 
equivalent to compensating balances not in excess of 
10% of the line of credit made available. In addition, 
1&M must pay interest at the rate of 108.5% of the 
bank’s prime commercial rate then in effect on the 
borrowings. It is stated that if the balances maintained 
and the fees paid by 1&M with and to the Class | and II 
banks were maintained and paid solely to fulfill 
requirments for borrowings by I&M, the effective 
annual interest cost under either such arrangement, 
assuming full use of the line of credit, would not exceed 
125% of the prime commercial rate in effect from time 
to time, or not more than 9.6875% on the basis of ? 
prime comercial rate of 7.75%. 


With respect to the Class III banks, 1&M has a money 
market facility at each of two named banks in an 
aggregate amount of $25,000,000. These money market 
facilities do not represent a formal commitment or 
engagement by these banks to |&M, but represent 
merely the ability of I&M to request unsecured 
borrowings, in the form of promissory notes, on a 
case-by-case basis. These money market facilities are 
available for unsecured borrowings in domestic dollars 
and/or in Eurodollars for periods of up to 180 days after 
the date of issuance, and any such borrowings will be 
prepayable at any time without premium or penalty. No 














compensating balances are required. The interest rate, 
which is presently to be negotiated on a case-by-case 
basis (using a 360 day year), is pegged to either the 
London Interbank offering Rate pius a designated 
percent, if the borrowings are made in Eurodollars, or 
to a designated percent of the bank’s prime rate, if the 
borrowings are made in domestic dollars. It is stated 
that interest rates on these notes will be lower than the 
effective interest rates for borrowings made from Class 
| and II banks, including the effect of any compensating 
balances and fees paid. 


It is further proposed that commercial paper will be 
sold directly by 1&M to Lehman Commercial Paper 
Incorporated (the ‘‘Dealer’’). The commercial paper 
will consist of promissory notes in denominations of not 
less than $50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days after 
the date of issue; such notes will not be repayable prior 
to maturity and will be sold at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper will be 
issued having a maturity of more than 90 days if such 
commercial paper would have an effective interest cost 
to 1&M which exceeds the effective interest cost at 
which 1&M could borrow from commercial banks. The 
Dealer will reoffer the commercial paper, at a discount 
rate 1/8 of 1% per annum less than the discount rate at 
which such notes were purchased from 1&M, to not 
more than 200 of the Dealer’s customers designated in 
anon-public list prepared by the Dealer in advance. No 
sales of such commercial paper will be made to any 
customer unless that customer has received up-to-date 
reports as to the credit position of |&M. It is expected 
that the Dealer’s customers will hold such commercial 
paper to maturity; but if any such customer wishes to 
resell 1&M commercial paper prior to maturity, the 
Dealer, pursuant to a verbal repurchase agreement, 
will repurchase the commercial paper and reoffer it to 
other customers on its non-public list. 


The proceeds from the issue and sale of the notes will 
be used by I&M to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future 
construction program. Such construction expenditures 
for the year 1977 are estimated at approximately 
$158,800,000, exclusive of the cost of the construction 
program of I&M’s subsidiary, Indiana & Michigan 
Power Company. The estimate of this subsidiary’s 
construction expenditures for the year 1977 is 
approximately $74,300,000. 


1&M claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks pursuant to paragraph (a)(2) thereof. 
Additionally, |1&M requests exemption from the 
competitive bidding requirements of Rule 50 for the 


proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof on the grounds 
that it is not practicable to invite competitive bids for 
commercial paper and that current rates for commercial 
paper of prime borrowers such as 1&M are published 
daily in financial publications. 


There are no fees or expenses to be incurred in 
connection with the proposed transactions. It is stated 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application, 
as amended by said post-effective amendment, which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application, as amended by said 
post-effective amendment or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20286/December 1, 1977 


In the Matter of 
MONOGAHELA POWER COMPANY 


1310 Fairmont Avenue 
Fairmont, West Virginia 26554 
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THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-6080) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND TO 
COMMERCIAL PAPER DEALER AND REQUEST 
FOR EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘‘Monongahela’’), The Potomac Edison 
Company (‘‘Potomac’’), and West Penn Power 
Company (‘‘West Penn’’), each a wholly-owned electric 
utility subsidiary of Allegheny Power System, Inc. 
(‘‘Allegheny’’), a registered holding company, have 
filed an application and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 6(b) 
of the Act and Rule 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Monongahela, Potomac, and West Penn (collectively, 
the ‘‘Companies’’) propose to issue, reissue, sell and 
renew short-term notes to banks and commercial paper 
to provide short-term funds for the period January 1, 
1978 through June 30, 1979. It is stated that the notes 
and commercial paper will be issued, reissued, sold and 
renewed from time to time as funds may be required 
prior to June 30, 1979, provided that no such notes or 
commercial paper will mature after October 1, 1979. 
Accordingly, the Companies hereby request that, from 
the date of the granting of the application filed in this 
matter to June 30, 1979, the exemption from the 
provisions of Section 6(a) of the Act afforded to each by 
the first sentence of Section 6(b) thereof be increased to 
the extent necessary to permit the issuance and sale of 
notes to banks and commercial paper to dealers in 
commercial paper in an aggregate amount not to 
exceed $50,000,000 in the case of Monongahela, 
$48,000,000 in the case of Potomac, and $84,000,000 in 
the case of West Penn. 


The foregoing amounts, which in each case include any 
notes which may remain outstanding under the 
Commission’s Order in File No. 70-5844 represent the 
maximum amount of notes for which authorization is 
presently sought in this Application. Changes may be 
made in the maximum amount of notes authorized to be 
outstanding after the filing of a post-effective 
amendment setting forth such changes and upon 
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further order of this Commission. As of September 30, 
1977, Monongahela, Potomac and West Penn had 


short-term debt outstanding of $40,500,000; 
and $15,450,000 respectively. It is stated that on 
January 1, 1978, West Penn is expected to have no 
short-term debt outstanding, and Monongahela and 
Potomac are expected to have approximately 
$10,000,000 and $12,000,000 outstanding, respectively, 
pursuant to this Commission’s Order in File No. 
70-5844, assuming the sale by each of the companies of 
the Pollution Control Notes which are the subject of File 
No. 70-6058 and of the First Mortgage Bonds which are 
the subject of File Nos. 70-6065 (Monongahela), 
70-6064 (Potomac), and 70-6066 (West Penn). No addi- 
tional commercial paper or notes to banks can be issued 
after December 31, 1977, pursuant to this 
Commission’s Order in File No. 70-5844. 


Each note payable to a bank will be dated as of the date 
of the borrowing which it evidences, will mature not 
more than two hundred-seventy (270) days after the 
date of issuance or renewal thereof, will bear interest at 
the prime or comparable interest rate of the bank from 
which the borrowing is made, in effect at the time of 
issuance, or in effect from time to time, and will be 
prepayable at any time without premium or penalty. 
The name or names of the banks from which such 
borrowings are proposed to be effected (maximum $175 
million for all Companies outstanding at any one time) 
and the maximum aggregate principal amount of loans 
which may be outstanding from each such bank to any 
one or more of the Companies, including Allegheny 
Power System, Inc., are as follows: 


Citibank, N.A. 40,000,000 
The Chemical Bank 30,000,000 
Mellon Bank, N.A. 45,000,000 
Pittsburgh National Bank 7,500,000 
Manufacturers Hanover Trust Co. 45,000,000 
Irving Trust 5,000,000 
Chase Manhattan Bank, N.A. 2,500,000 


$175,000,000 


No commitment or agreement has been made with 
respect to any of the proposed borrowings. The 
maximum amount of such borrowings at any one time 
outstanding will not, when taken together with any 
commercial paper then outstanding, be in excess of $50 
million in the case of Monongahela, $84 million in the 
case of West Penn, and $48 million in the case of 
Potomac, in each case including any notes or 
commercial paper which may be outstanding pursuant 
to the Order of the Commission in File No.\ 70-5844. 
Allegheny and the Companies have established lines of 
credit with such banks for short-term borrowing. 
Balances are maintained by one or more of the System 
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companies at all of these banks to meet regular 
operating requirements as well as, when necessary, in 


connection with these lines of credit. It is stated that. 


compensating cash balances requirements are 
generally either on the basis of a percentage of the line 
of credit extended by such bank (for example 10%), ora 
higher percentage of notes outstanding (for example 
20%), whichever is greater, or a percentage of the line 
of credit (for example 10%) plus a percentage (for 
example 10%) of notes outstanding, in each case on an 
average annual basis. If such balances were maintained 
solely to fulfill compensating balance requirements for 
borrowings, the effective interest cost of issuing and 
selling the notes would be 9.688% on the basis of a 
prime commercial credit rate of 744%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor 
more than $5,000,000, will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue, and will not be prepayable prior to maturity. The 
commercial paper notes will be sold by each of the 
Companies directly to the dealer, at a discount not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and of the particular maturity sold by issuers to 
dealers in commercial paper. The dealer may reoffer 
the commercial paper at a discount rate of 1/8 of 1% 
per annum less than the discount rate to Monongahela, 
Potomac or West Penn. Monongahela, Potomac and 
West Penn may issue commercial paper notes if (1) the 
interest cost thereof is equal to or less than the effective 
interest cost at which such company could borrow the 
same amount from the banks named herein at that time 
or (2) such company cannot at that time borrow the 
same amount for the same period of time from the 
banks named herein. The dealer will reoffer the 
commercial paper notes to not more than 200 of its 
commercial and industrial customers, identified and 
designated in a list for each company (nonpublic) 
prepared in advance. It is expected that the commercial 
paper notes will be held by the dealer’s customers to 
maturity, but if the customers wish to resell prior to 
maturity, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the notes and reoffer them 
to others on said list. Exemption from the competitive 
bidding requirements of Rule 50 is requested for the 
proposed issuance and sale of commercial paper 
pursuant to paragraph (a)(5) thereof, since it is not 
practicable to invite competitive bids for commercial 
paper and current rates for commercial paper for prime 
borrowers such as the Companies are published daily in 
financial publications. The Companies also request 
authority to file certificates under Rule 24 with respect 
to the issuance and sale of commercial paper on a 
quarterly basis. 


It is stated that the proceeds from the issuance and sale 
of the proposed short-term borrowings will be used by 


each of the Companies to reimburse its corporate 
treasury for past expenditures made in connection with 
its construction program, to pay part of the cost of 
future construction and for other corporate purposes. 
The estimated gross construction expenditures for 1978 
and 1979 are estimated to aggregate $162 million in the 
case of Monongahela, $172 million in the case of 
Potomac, and $255 million in the case of West Penn. 
Unless otherwise authorized by this Commission, any 
short-term debt outstanding hereunder after June 30, 
1979, will be retired by each of such Companies having 
such short-term debt outstanding not later than 
October 1, 1979, from internal cash resources of, or sale 
of permanent debt, preferred stock or common stock or 
such other securities as the Commission and other 
regulatory authorities having jurisdiction may 
authorize. 


It is stated that the fees and expenses to be incurred by 
the Companies in connection with the proposed trans- 
action are estimated to be approximately $10,400, 
including credit rating fees of $8,000. It is stated that, 
the State Corporation Commission of Virginia has 
jurisdiction over the issuance and sale by Potomac of 
the short-term debt. It is further stated that no other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in the case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application, as filed or as it may be 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20287/December 1, 1977 


In the Matter of 


WEST PENN POWER COMPANY 
Greensburg, Pensylvania 


(70-6066) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


West Penn Power Company (‘‘West Penn’’), a 
wholly-owned electric utility subsidiary company of 
Allegheny Power System, Inc., a registered holding 
company, has filed an application and amendments 
thereto with this Commission pursuant to Sections 6 
and 7 of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. 


West Penn proposes to issue up to $45,000,000 
aggregate principal amount of its First Mortgage Bonds 
(the ‘‘Bonds’’) in one or more series, each such series 
to have aterm of not less than five years nor more than 
30 years and to sell such bonds at competitive bidding 
for the best price obtainable but for a price to West 
Penn of not less than 100% (unless West Penn shall 
have authorized a lower percentage which shall be not 
less than 99%) nor more than 102% % of the principal 
amount thereof. 


The Bonds will be issued under and secured by the 
Indenture dated as of March 1, 1916, between West 
Penn and The Equitable Trust Company of New York 
(succeeded by The Chase Manhattan Bank, N.A.), as 
Trustee, as heretofore supplemented and amended and 
as to be further supplemented and amended by a 
Supplemental Indenture to be dated December 1, 1977. 


West Penn states that it is difficult to determine, under 
present bond market conditions, whether it would be 
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more advantageous to West Penn to sell bonds having a 
30-year or some shorter term. West Penn states that it 
desires to have available the necessary flexibility to 
adjust its financing program to developments in the 
market for long-term debt securities when and as they 
occur in order to obtain the best possible price and 
interest rate for its Bonds. West Penn proposes, 
therefore, that West Penn decide on the term and 
number of series of the Bonds at a later time, which 
may be before or after December 1, 1977, and notify 
prospective purchasing underwriters by telegraphic or 
other written notice of its decision, not less than 72 
hours prior to the day the Bonds are to be offered. 


It is proposed that the Bonds will be redeemable at any 
time at the option of West Penn, except that prior to 
December 1, 1982, the Bonds shall not be redeemable 
directly or indirectly, at the regular redemption price, 
described in the Indenture, with, or in anticipation of, 
monies borrowed at an interest cost to West Penn of 
less than the cost of money to West Penn in respect of 
such Bonds. 


West Penn proposes to publicly invite sealed written 
proposals for the Bonds at least 6 days prior to entering 
into any contrct or agreement for the issuance and sale 
of the Bonds. It is expected that bids will be submitted 
for the Bonds on or as soon after December 8, 1977, as 
market conditions appear to West Penn to be 
appropriate. It is expected that the sucessful bidder will 
make a public offering of the Bonds. 


West Penn proposes to use the proceeds from the sale 
of the Bonds, together with other funds of the 
Company, to finance construction expenditures which, 
as of September 30, 1977, were estimated to aggregate 
$267 ,000,000 for 1977 and 1978, and to pay or prepay 
any short-term debt that may be outstanding. 
Short-term debt outstanding at the time of issuance of 
the Bonds is estimated at approximately $25,000,000. 
Any remaining proceeds may be applied to the 
refunding of $12,000,000 of West Penn’s 3% First 
Mortgage Bonds maturing March 1, 1978. 


The fees and expenses to be incurred in connection with 
this transaction are estimated at $139,250, including 
legal fees of $25,000 and accountants fees of $24,000. 
The fee of counsel for the purchasers is estimated at 
$17,5000 and is to be paid by the successful bidders. 
Registration by the Pennsylvania Public Utility 
Commission of a Securities Certificate with respect to 
the Bonds is required for their issue and sale and such 
Securities Certificate has been registered. It is further 
stated that no other state or federal commission, other 
than this Commission has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
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under the Act (HCAR No. 20128), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found tht 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 493/November 28, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act on application 
of Phillips Petroleum Company and Phillips Alaska 
Pipeline Corporation that the trusteeship of Morgan 
Guaranty Trust company (the ‘‘Bank’’) under two 
indentures of the Company is not so likely to involve a 
maierial conflict of interest as to make it necessary to 
disqualify the Bank from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 494/November 28, 1977 


The Securities and Exchange Commission has issued 
an order on an application by the Standard Oil 
Company, an Ohio corporation (‘‘Sohio’’), and Sohio 
Pipe Line Company, a Delaware corporation (‘‘Sohio 
Pipe Line’’), pursuant to Section 310(b)(1)(ii) of the 


Trust Indenture Act of 1939 (the ‘‘Act) declaring that 
the trusteeship of Morgan Guaranty Trust Company of 
New York (‘‘Morgan Guaranty’’) under an indenture 
dated as of December 1, 1974, with Sohio/BP Trans 
Alaska Pipeline Finance Inc. (which name has since 
been changed to Sohio/BP Trans Alaska Pipeline 
Capital Inc.) and three indentures each dated as of 
December 1, 1976 with Sohio, all of which are qualified 
under the Act, and under a new indenture dated as of 
August 15, 1977 with the City of Valdez, Alaska, which 
is not qualified under the Act, are not so likely to 
involve a material conflict of interést as to make it 
necessary in the public interest or for the protection of 
investors to disqualify Morgan Guaranty from acting as 
trustee under any of said qualified indentures. 





TRUST INDENTURE ACT OF 1939 
Release No. 495/November 29, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act of 1939, 
granting the application of the Union Tank Car 
Company for a determination that the trusteeship of 
Continental Illinois National Bank and Trust Company 
of Chicago under Equipment Trust Agreement dated as 
of June 1, 1966 and December 1, 1977 is not so likely to 
involve a material conflict of interest as to make it 
necessary in the public interest or for the protection of 
investors to disqualify Continental Illinois National 
Bank and Trust Company of Chicago from acting as 
trustee under these agreements. The order is not 
intended to have any retroactive effect. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10027/November 28, 1977 


In the Matters of 


MONEY MARKET MANAGEMENT, INC. 

and 

TRUST FOR SHORT-TERM U.S. GOVERNMENT 
SECURITIES 

412 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 

(812-4177); 
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TEMPORARY INVESTMENT FUND, INC. 

and 

TRUST FOR SHORT-TERM FEDERAL SECURITIES 
1730 Pennsylvania Avenue, N.W. 

Washington, D.C. 20006 

(812-4173); 


SCUDDER CASH INVESTMENT TRUST 
175 Federal Street 

Boston, Massachusetts 02110 

(812-4200); 


DAILY INCOME FUND, INC. 
230 Park Avenue 

New York, New York 10017 
(812-4217); 


WHITE WELD MONEY MARKET FUND, INC. 
and 

WHITE WELD GOVERNMENT FUND, INC. 
100 Federal Street 

Boston, Massachusetts 02110 

(812-4213); 


INSTITUTIONAL LIQUID ASSETS, INC. 
8700 Sears Tower 

Chicago, Illinois 60606 

(812-4208); 


and 


FUND FOR GOVERNMENT INVESTORS, INC. 
1735 K Street, N.W. 

Washington, D.C. 20006 

(812-4216) 


NOTICE AND ORDER OF TEMPORARY EXEMP- 
TIONS, PURSUANT TO SECTION 6(c) OF THE ACT, 
FROM THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-l THEREUNDER 


On May 31, 1977, the Commission issued an interpre- 
tation (Investment Company Act Release No. 9786) 
(‘‘Release’’) of Section 2(a)(41) of the Investment 
Company Act of 1940 (‘‘Act’’) and Rule 2a-4 thereunder 
which, among other things, stated the Commission’s 
views that: (1) it is inconsistent generally with the 
provisions of Section 2(a)(41) of the Act and Rule 2a-4 
thereunder for ‘‘money market’’ funds to value their 
assets on an amortized cost basis, ignoring market 
factors; (2) it is inconsistent with the provisions of Rule 
2a-4 for such funds to ‘‘round off’’ calculations of their 
net asset values per share to the nearest one cent on a 
share value of $1.00; and (3) such funds should comply 
with the foregoing not later than November 30, 1977. 


Several ‘‘money market’’ funds have applied to the 


Commission, pursuant to Section 6(c) of the Act, for 
exemptive orders, to the extent those orders might be 
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necessary, either to permit them to value their assets 
on an amortized cost basis, or to permit them to 
calculate their net asset values to the nearest one cent 
on a $1.00 share. 


On October 21, 1977, the Commission issued a notice of 
the filing of such an application by Money Market 
Management, Inc., et al. (Investment Company Act 
Release No. 9967, October 21, 1977). Subsequently, 
notices of other such applications were issued, 
pursuant to delegated authority as follows: (1) 
Temporary Investment Fund, Inc., et al. (Investment 
Company Act Release No. 9983, November 1, 1977); (2) 
Scudder Cash Investment Trust (Investment Company 
Act Release No. 9992, November 4, 1977); (3) Daily 
Income Fund, Inc. (Investment Company Act Release 
No. 9998, November 8, 1977); (4) White Weld Money 
Market Fund, Inc., et al. (Investment Company Act 
Release No. 9999, November 8, 1977); (5) Institutional 
Liquid Assets, Inc. (Investment Company Act Release 
No. 10000, November 8, 1977); and (6) Fund for 
Government Investors, Inc. (Investment Company Act 
Release No. 10007, November 10, 1977). All of the 
aforementioned applications request exemptions from 
the provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder to permit them to value their 
assets on an amortized cost basis, with the exception of 
Temporary Investment Fund, Inc., et al., which seek an 
exemption from Rule 2a-4 to permit them to calculate 
their net asset values per share to the nearest one cent. 
Collectively, the applicants in the matters herein, 
captioned above, are referred to below as 
‘*Applicants.’’ 


In each case, Applicants have agreed that the orders 
they request might be made subject to certain 
conditions set forth in their respective applications and 
summarized in the notices thereof. 


The aforementioned notices gave interested persons an 
opportunity to request a hearing on the respective 
matters and stated, in each case, that an order 
disposing of that application would be issued as of 
course (following expiration of the various periods 
specified in the notices) unless the Commission should 
thereafter order a hearing thereon, either upon request 
or upon the Commission’s own motion. In the case of 
the applications of Daily Income Fund, Inc., 
Institutional Liquid Assets, Inc., White Weld Money 
Market Fund, Inc., et al., and Fund for Government 
Investors, Inc., the aforementioned notice periods have 
not, as of the date of this notice and order, expired. In- 
terested persons may, however, submit requests for 
hearing on those matters within the time periods 
specified in their respective notices. 


Certain communications have been received by the 
Commission which raise questions as to whether 
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hearings should be ordered in these matters. Pursuant 


to Rule 0-5 promulgated under the Act, the Commission 


will order a hearing on any or all of these matters, if it 
appears that a hearing is necessary or appropriate in 
the public interest or for the protection of investors (1) 
upon the request of an interested person, or (2) upon its 
own motion. The Commission has under consideration 
the question whether to order hearings on any or all of 
the applications herein. 


Applicants, however, have indicated that, if they are to 
comply with the views expressed in the Release by 
Novmeber 30, 1977, disruption of their operations 
would result. Among the reasons given by Applicants 
for that conclusion are that their net asset values 
and/or their daily yields will exhibit volatility 
unacceptable to many of their institutional investors. It 
appears to the Commission that large-scale 
redemptions of Applicants’ shares by such investors, 
inter alia, may cause disruption of Applicants’ 
operations. 


NOTICE IS HEREBY GIVEN that the Commission has 
determined that it is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policies and provisions 
of the Act to issue a temporary order granting the ap- 
plications herein, subject to the conditions to which 
Applicants have agreed in their respective applications 
and which are summarized in the respective notices of 
such applications, pending, in each case, final 
disposition of that matter. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the applications of (1) Money Market 
Management, Inc., et al. (812-4177); (2) Temporary 
Investment Fund, Inc., et al. (812-4173); (3) Scudder 
Cash Investment Trust (812-4200); (4) Daily Income 
Fund, Inc. (812-4217); (5) White Weld Money Market 
Fund, Inc., et al., (812-4173); (6) Institutional Liquid 
Assets Inc., (812-4208); and (7) Fund for Government 
Investors, Inc. (812-4216) are hereby granted, on a tem- 
porary basis and subject each to the conditions which 
the respective Applicant has agreed may be imposed 
upon such order as set forth in their respective 
applications and summarized in the notices thereof, 
effective November 30, 1977; 


IT IS FURTHER ORDERED that each such temporary 
exemption shall continue to be in effect until there is 
issued an order disposing of that respective application 
in its entirety, including any court review of a 
Commission order in the matter, and shall thereafter 
cease to be in effect. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10028/November 28, 1977 


In the Matter of 


STRATTON GROWTH FUND 
Axe Wood, Butler and Skippack Pikes 
Blue Bell, Pennsylvania 19422 


STRATTON MANAGEMENT COMPANY, INC. 
Axe Wood, Butler and Skippack Pikes 
Blue Bell, Pennsylvania 19422 


DAVIDGE EARLY BIRD FUND 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


DAVIDGE & COMPANY 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


(812-4214) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(d) OF THE ACT AND RULE 17d-1 THEREUNDER 
FOR AN ORDER PERMITTING PROPOSED TRANS- 
ACTIONS AND PURSUANT TO SECTION 6(c) OF THE 
ACT FOR AN ORDER OF EXEMPTION FROM RULE 
22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Stratton Growth 
Fund (‘‘Stratton’’) and Davidge Early Bird Fund 
(‘‘Davidge’’), both open-end, diversified management 
investment companies registered under the Investment 
Company Act of 1940 (‘‘Act’’) and Stratton 
Management Company, Inc. (‘‘Stratton Manage- 
ment’’) and Davidge & Company (‘‘Davidge 
Management’’), both registered investment advisers, 
(collectively ‘‘Applicants’’), filed an application on 
October 27, 1977, and an amendment thereto on 
November 17, 1977 requesting an order (1) pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, 
permitting Stratton Management to pay for certain 
expenses of Stratton incurred in connection with the 
proposed acquisition by Stratton of substantially all the 
assets of Davidge and permitting Davidge Manage- 
ment to indemnify Davidge against certain liabilities, 
and (2) pursuant to Section 6(c) of the Act for an 
exemption from the provisions of Rule 22c-1 under the 
Act to the extent necessary to permit Stratton to issue 
its securities at a: price computed at the close of 
business on the business day preceding the proposed 
acquisition. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


Applicants state that pursuant to an Agreement and 
Plan of Reorganization and Liquidation (‘‘Plan’’), 
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Stratton, a Delaware corporation, will acquire 
substantially all the assets of Davidge, a common law 
trust organized under the laws of the District of 
Columbia, in exchange for shares of Stratton. As of 
September 30, 1977 Stratton had net assets of 
approximately $2.7 million, beneficiaily owned by 
approximately 740 shareholders. Davidge had net 
assets of approximately $1.4 million, beneficially 
owned by approximately 1,041 shareholders. On or 
before a closing date Stratton will issue to Davidge 
shares of Stratton’s voting common stock of an 
aggregate net asset value equal to the value of the 
assets of Davidge acquired by Stratton. The value of 
Davidge’s assets will be determined by Stratton in the 
manner in which it determines the value of its own 
assets. As part of its liquidation, Davidge will distribute 
to its shareholders, in exchange for their shares of 
Davidge stock, the Stratton shares received upon the 
transfer of Davidge assets to Stratton. Each Davidge 
shareholder will be entitled to receive that portion of 
full and fractional Stratton shares that the number of 
Davidge shares owned by the shareholder bears to the 
number of Davidge shares outstanding on the closing 
date. Davidge represents that upon completion of the 
exchange and liquidation it will file an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that it has ceased to be an 
investment company. 


The net asset value of Stratton and Davidge will not be 
adjusted for realized and unrealized gains and losses. 
At September 30, 1977, Davidge had a capital loss 
carryover of $3,731,964 ($2,234,880 expiring in 1981 
and $1,497,084 expiring in 1982 and later); Stratton had 
a capital loss carryover of $1,139,300. At that date 
Davidge had $246,070 of net unrealized appreciation 
and Stratton had $209,402 of net unrealized 
appreciation. 


Applicants state that Stratton will assume upon the 
closing all direct out-of-pocket expenses, incurred by 
Davidge in connection with the Plan, except that 
Stratton will not assume any fees or expenses which 
Davidg would be expected to pay in the ordinary course 
of its business. Stratton will not assume any other 
liabilities of Davidge. Stratton Management has agreed 
to reimburse Stratton in full for any such expenses paid 
or assumed by Stratton. The estimated amount of fees 
and expenses to be assumed by Stratton is 
approximately $14,700. In addition, Stratton estimates 
its own fees and expenses incurred in connection with 
the Plan will amount to $17,400. It is contemplated that 
Davidge will retain no assets after the closing date, but 
in the event assets are needed to meet additional 
expenses an amount not exceeding $20,000 will be 
retained for that purpose. Davidge Management has 
agreed to indemnify and hold harmless Davidge, 
Stratton and Stratton Management with respect to 
liabilities, if any, of Davidge which are not disclosed 
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and paid at the closing date or which are not assumed by 
Stratton pursuant to the Plan. 


Applicants state that consummation of the Plan is 
subject to certain conditions, including approval by 
shareholders of Davidge, satisfactory opinions of 
counsel, receipt of favorable tax rulings, as amended, 
the accuracy of representations and warranties of 
Davidge and Stratton upon the closing date, and 
approval of the Commission. The reorganization may 
be abandoned prior to the closing date by resolution of 
the Board of Directors of Stratton or Trustees of 
Davidge. 


Applicants represent that the proposed transaction is 
the result of arm’s length negotiations, and that there is 
no affiliation or relationship between the officers and 
directors of Stratton or Stratton Management and the 
officers and directors of Davidge or Davidge 
Management or between Stratton or Stratton Manage- 
ment and Davidge or Davidge Management. The 
application states that no applicable law affords 
dissenting or objecting shareholders of Davidge 
appraisal rights in the sale of assets. 


Section 22(c) of the Act and Rule 22c-1 thereunder 
prohibit registered investment companies from issuing 
redeemable securities except at a price based on the 
current net asset value of such securities which is next 
computed after receipt of an order to purchase. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission may exempt any security or 
transaction from any provisions of the Act or any rule or 
regulations thereunder, to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the Act. 


Applicants state that since the plan contemplates that 
the assets of Stratton and Davidge will be valued as of 
the close of business on the business day immediately 
preceding the closing date the requirements of Rule 
22c-1 would not be met. Accordingly, Applicants 
request an exemption pursuant to Section 6(c) from 
Rule 22c-1 under the Act. Stratton contends that it 
would be impractical to comply with Rule 22c-1 because 
the necessary computations must be made after the 
close of business. Stratton further contends that 
valuation of Davidge’s assets on the business day 
preceding the closing date would be fair to the 
shareholders of Stratton and Davidge, and would not 
present any of the potential for abuse that Rule 22c-1 is 
designed to prohibit. Applicants assert that such 
exemption is appropriate in the public interest and 
consistent with the protection of investors. 
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prohibit any affiliated person of or principal: 











underwriter for a registered investment company, 
acting as principal, from effecting any transaction in 
which such investment company is a joint participant, 
unless an application regarding such transaction has 
been filed with the Commission and has been granted 
by an order entered prior to the submission of such plan 
to security holders for approval. In passing upon such 
applications, the Commission will consider whether the 
participation of such registered company in such joint 
enterprise or arrangement on the basis proposed is 
consistent with the provisions, policies and purposes of 
the Act, and the extent to which such participation is on 
a basis different from, or less advantageous than, that 
of other participants. 


Section 2(a)(3) of the Act defines affiliated person of an 
investment company to include any investment adviser 
thereof. Accordingly, Applicants have requested an 
order, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, to the extent necessary, to permit the 
proposed transactions between Stratton and Stratton 
Management, and between Davidge and Davidge 
Management. 


Stratton Management is obligated under the Plan to 
reimburse Stratton for certain expenses Stratton may 
incur in connection with the transaction. Applicants 
assert that to the extent that Stratton’s participation is 
different from that of Stratton Management, Stratton’s 
participation is at least as advantageous as Stratton 
Management’s. Applicants further assert that while 
Stratton Management will derive additional manage- 
ment fees from the assets acquired from Davidge, 
Stratton will be relieved of certain expenses in 
connection with the transaction. 


Davidge Management has agreed to indemnify 
Davidge, Stratton and Stratton Management with 
respect to liabilities, if any, of Davidge which are not 
disclosed and paid at the closing date or which are not 
expressly assumed by Stratton pursuant to the Plan. 
Applicants assert that to the extent Davidge’s 
participation is different from Davidge Management, 
Davidge’s participation is a least as advantageous as 
that of Davidge Management. Applicants further assert 
that while Davidge Management will be relieved of 
serving as investment adviser to Davidge which, due to 
its relatively low and decreasing assets, is becoming an 
insufficiently profitable relationship, Davidge will be 
indemnified against certain possible liabilities which it 
might otherwise be obligated to pay. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 19, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 


notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or Sy mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course folloiwng said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10029/November 28, 1977 


In the Matter of 
IDS LIFE INSURANCE COMPANY 


and 


IDS VARIABLE ANNUITY FUND B 
Ids Tower 
Minneapolis, MN 55402 


(812-4159) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT 


IDS Life Insurance Company (‘‘IDS Life’’), a 
Minnesota stock life insurance company, and IDS 
Variable Annuity Fund B (‘‘Fund B’’), a separate 
account of IDS Life registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a diversified open-end 
management investment company (hereinafter collec- 
tively referred to as ‘‘Applicants’’), filed an application 
on July 18, 1977, and amendments thereto on 
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September 19, 1977, and October 17, 1977, pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 22(e), 
27(c)(1) and 27(d) of the Act to the extent necessary to 
permit compliance by Applicants with certain 
provisions of the Education Code of the State of Texas. 


On October 21, 1977, the Commission issued a notice 
(Investment Company Act Release No. 9969) of the 
filing of an application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed. and the 


Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the requested order and 
exemptions is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with certain 
provisions of the Education Code of the State of Texas 
as it would apply to payments made on variable annuity 
contracts subsequent to the date of the requested 
order, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10030/November 28, 1977 


In the Matter of 

SECOND GREYHOUND LEASING COMPANY 
c/o Greyhound Leasing & Financial Corporation 
1500 Greyhound Tower 

Phoenix, Arizona 85077 

(812-4179) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM ALL PROVISIONS 
OF THE ACT 


On October 31, 1977, a notice was issued (Investment 
Company Act Release No. 9981) of an application filed 
on August 29, 1977, by Second Greyhound Leasing 
Company, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’), for an order of the 
Commission exempting it from all provisions of the Act, 
subject to certain conditions. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order would be 
issued as of course unless a hearing should be ordered. 
No request for hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act 
that the application for an order exempting Second 
Greyhound Leasing Company from all provisions of the 
Act, subject to the conditions stated in the application 
and summarized in the notice, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10031/November 29, 1977 


In the Matter of 

STATE STREET INVESTMENT CORPORATION 
225 Franklin Street 

Boston, Massachusetts 02110 

(812-4167) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
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PROVISIONS OF SECTION 22(d) OF THE ACT. 


State Street Investment Corporation (‘‘Fund’’), a 
Massachusetts corporation registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified management investment com- 
pany, filed an application on August 1, 1977, and an 
amendment thereto on October 26, 1977, pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting the Fund from the provisions of Section 
22(d) of the Act to permit a proposed exchange of the 
Fund’s shares at approximately net asset value for 
substantially all of the assets of Cook Holdings, Inc. 
(‘‘Cook’’), a personal holding company. 


On October 27, 1977 a notice was issued (Investment 
Company Act Release No. 9976) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act, to the extent requested, be 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10032/November 30, 1977 


In the Matter of 


THE PRUDENTIAL 
AMERICA 
Prudential Plaza 
Newark, New Jersey 07101 


INSURANCE COMPANY OF 


and 


PRUDENTIAL’S ANNUITY PLAN ACCOUNT-2 
The Prudential Insurance Company of America 
Financial Security Program Office 

P.O. Box 2925 

Phoenix, Arizona 85062 


(812-3911) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT AND PURSUANT TO 
SECTION 11 OF THE ACT FOR APPROVAL OF AN 
OFFER OF EXCHANGE 


NOTICE IS HEREBY GIVEN that Prudential Insurance 
Company of America (‘‘Prudential’’), a New Jersey 
mutual life insurance company, and Prudential’s 
Annuity Plan Account-2 (‘‘APA-2’’), a separate account 
of Prudential registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a unit investment 
trust, (hereinafter collectively referred to as 
‘‘Applicants’’), filed an application on February 11, 
1976, and amendments thereto on May 5, 1977, and 
November 10, 1977, pursuant to Section 6(c) of the Act 
for an order exempting Applicants from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) to the extent 
necessary to permit compliance by Applicants with 
certain provisions of the Education Code of the State of 
Texas and pursuant to Section 11 approving an offer of 
exchange. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations therein which are summarized 
below. 


Prudential is the sponsor and depositor of APA-2. The 
assets of APA-2 consist solely of shares of Prudential’s 
Gibraltar Fund (‘‘Fund’’), a Delaware corportion 
registered as an open-end management investment 
company under the Act. The Fund does not offer shares 
to the public. It sells shares only to Prudential and to 
separate accounts of Prudential, including APA-2. 
APA-2 issues individual variable annuity conracts for 
use in connection with several types of retirement 
plans, each of which provides certain tax advantages 
under the Internal Revenue Code of 1954, as amended, 
for participants therein. 


In 1967, the State of Texas directed the governing 
boards of all Texas insititutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for the 
Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made 
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two afhendm@nts in the Program legislation, which 
amendments betame effective on June 14, 1973. The 
statutory definition of the Program was amended to 
provide that fhe benefits of such annuities are to be 
available only upon termination of employment in the 
Texas public institutions of higher education, 
retirement, death or total disability of the participant. 
The other améndment added a new Section 51.358 to 
Subchapter G'which also provides that the benefits of 
such annuities will be available only if the participant 
dies, terminates his employment due to total disability, 
accepts retirement, or terminates employment in the 
Texas publi¢ ingtitutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 
(‘‘System’’) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney General 
rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurrence of one of the conditions specified 
in the statute, i.e., termination of employment, 
retirement, death or total disability. Moreover, the 
opinion further stated that the prohibitions of Section 
51.358 were impliedly in effect upon the establishment 
of the Program (in 1967) and that notwithstanding any 
language whith may be contained in existing contracts, 
a participant in the Program has never had the right to 
redeem his annuity contract otherwise than in 
accordance with the limitations described above. The 
opinion did not affect the right of a participant to 
transfer the redemption value of his annuity contract 
from one carrier to another; accordingly, the granting 
of the relief requested in the application would not 
affect such right. 


Sections 27[c][1], 22[e] and 27[d] 


Section 27(c)(1} of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan Gertificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
“*redeemable security’’ to mean any security under the 
terms of which the holder upon its presentatin to the 
issuer or to a person designated by the issuer is entitled 
to receive approximately his proportionate share of the 
issuer’s current net assets, or the cash equivalent 
thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
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redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificates unless the certificate provides that the 
holder thereof may surrender the certificate at any time 
within the first eighteen months after the issuance of 
the certificate and receive in payment thereof, in cash, 
the sum of (1) the value of his account, and (2) an 
amount, from such underwriter or depositor, equal to 
that part of the excess paid for sales loading which is 
over 15 per centum of the gross payments made by the 
certificate holder. 


Applicants request exemption from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to redemption values under 
Contracts issued to participants in the Program 
subsequent to the date of such exemptive order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants wiii be unabie 
to obtain the State’s matching contributions for the 
purchase of an equity-based retirement vehicle. In 
this respect, the Attorney General’s opinion indicated 
that these matching contributions will encourage 
participation in the retirement plan but that 
unrestricted withdrawals prior to retirement might be 
detrimental to an effective retirement vehicle. In view 
of the foregoing, Applicants assert that the Commission 
should grant the requested exemptions because: (1) the 
limited restriction on redemption would be voluntarily 
assumed by participants, i.e., eligible employees are 
not required to participate in the Program; (2) the 
restrictions were not formulated nor suggested by 
Applicants; and (3) participants’ relinquishment of the 
full right of redemption is a reasonable requirement in 
exchange for the benefits bestowed by the matching 
contributions of the State of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
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appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these restrictions 
will be placed on his/her Contract when it is issued. In 
addition, Applicants will review all sales literature that 
is to be used in conjunction with the sales of these 
contracts for the existence of material representations 
that are inconsistent with the restrictions to be placed 
on these contracts and will instruct the salespeople 
involved in soliciting in this market specifically to bring 
this restriction to the attention of the potential 
participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions 
of the Act and Rules promulgated thereunder if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Sections 11[a] and 11[c] 


Section 11(a) of the Act provides that is shall be 
unlawful for any registered open-end company, or any 
principal underwriter for such a company, to make, or 
cause to be made, an offer to the holder of a security of 
such a company, or of any other open-end investment 
company, to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
been submitted to and approved by the Commission. 
Section 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


Applicants have requested an Order pursuant to 
Sections 11(a) and 11(c) of the Act in order to permit an 
offer to be made to owners of contracts issued by APA-2 
prior to the date of the requested order so that they may 
exchange their contracts for new contracts which 
comply with the Edcuation Code of the State of Texas. 


Applicants state that the requested order permitting an 
offer of exchange to be made is necessary in order that 
present contract owners may continue to receive 
matching contributions from the State of Texas. 
Applicants further state that no charge of any kind will 
be made to the contract holders in connection with the 
proposed exchange. 


Accordingly, Applicants have requested that the 
Commission issue an Order approving the offer of 
exchange, as described pursuant to the provisions of 
Sections 11(a) and 11(c) and the Act. 


NOTICE IS FURTHR GIVEN that any interested person 
may, not later than December 27, 1977, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
the case of an attorney at law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following December 27, 1977, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10033/November 30, 1977 


In the Matter of 

CURRENT INTEREST, INC. 

711 Polk Street 

Houston, Texas 77002 

(812-4190) 

ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
FOR EXEMPTION FROM THE PROVISIONS OF 


SECTION 19(b) OF THE ACT AND RULE 19b-1 
THEREUNDER 


SEC DOCKET/969 











Current Interest, Inc. (the ‘‘Applicant’’), a Texas 
corportion registered under the Investment Company 
Act of 1940 (the ‘‘Act’’) as an open-end, diversified, 
management investment company, filed an application 
on September 12, 1977, and amendments thereto on 
“November 1, 1977, November 3, 1977, and November 8, 
1$77, pursuant to Section 6(c) of the Act for an 
exemption from the provisions of Section 19(b) of the Act 
and Rule 19b-1 thereunder to allow Applicant to 
distribute long-term capital gains more frequently then 
once every twelve months. 


On November 8, 1977, a notice was issued (Investment 
Company Act Release No. 9997) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of 
Section 19(b) of the Act and Rule 19b-1 thereunder, to 
the extent requested be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10034/November 30, 1977 


In the Matter of 

STATE MUTUAL SECURITIES, INC. 

and 

STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 


440 Lincoln Street 
Worcester, Massachusetts 01605 
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(812-4175) 


ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) 
OF THE ACT AND RULE 17d-1 THEREUNDER 


State Mutual Life Assurance Company of America 
(‘‘Insurance Company’’), a mutual life insurance 
company organized under the laws of the 
Commonwealth of Massachusetts, and State Mutual 
Securities, Inc. (‘‘Fund’’), a diversified, closed-end 
management investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), filed an 
application on August 15, 1977, and an amendment 
thereto on October 11, 1977, (1) pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, for an order 
of the Commission permitting Insurance Company, 
which is Fund’s investment adviser, and Fund to 
purchase jointly at direct placement $2,000,000 in 
principal amount of a new issue of 9 3/4% 15-year 
Convertible Subordinated Notes (‘‘Notes’’) of 
Massey-Ferguson (Delaware), Inc., and (2) in the event 
that such an order does not issue prior to the closing of 
the purchase by Insurance Company of the Notes, 
pursuant to Section 17(b) of the Act, for an order 
exempting from the provisions of Section 17 (a) of the Act 
the proposed sale by Insurance Company of $1,000,000 
of the Notes to the Fund at a price equal to the cost paid 
by Insurance Company plus any accrued interest. 


On November 1, 1977, a notice was issued (Investment 
Company Act Release No. 9985) of the filing of said 
appliction. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found, on the 
basis of the information stated in the application, that 
the joint purchase of the Notes by Insurance Company 
and Fund is consistent with the provisions, policies and 
purposes of Fund and that the participation by Fund is 
not on a basis less advantageous than that of other 
participants. It is further found, on the basis of such 
information, that the terms of the proposed sale by 
Insurance Company to Fund of $1,000,000 in principal 
amount of the Notes, including the consideration to be 
paid, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed sale is consistent with the policy of 
Fund and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1, that the proposed joint purchase by 
Insurance Company and Fund of the Notes be, and 
hereby is, permitted. 
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IT IS FURTHER ORDERED, pursuant to Section 17(b) 


e the Act, that the proposed sale of $1,000,000 in 


principal amount of the Notes by Insurance company to 
Fund be, and hereby is, exempted from the provisions 
of Section 17(a) of the Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10035/November 1, 1977 


In the Matter of 


ISRAEL INVESTORS CORPORATION 
850 Third Avenue 
New York, New York 10022 


@..: 


ICC HANDELS, A. G. 
Chamberstrasse, 12C ‘‘Bellerive’’ 
Zug, Switzerland 


(812-4171) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a), PURSUANT TO SECTION 17(d) OF 
THE ACT AND RULE 17d-1 THEREUNDER 
PERMITTING THE PROPOSED TRANSACTION, AND 
PURSUANT TO SECTION 6(c) EXEMPTING CERTAIN 
CUSTODY ARRANGEMENTS FROM SECTION 17(f) 
OF THE ACT AND RULE 17f-2 THEREUNDER 


Israel Investors Corporation (‘‘Israel Investors’), a 
closed-end, non-diversified management company 
registered under the Investment Company Act of 1940 
(‘‘Act’’), and ICC Handels, A.G. (‘‘Handels’’), a Swiss 
corportion which is an affiliated person of an affiliated 
person of Israel Investors (‘‘Applicants’’), filed an 
application on August 9, 1977, and amendments 
thereto on October 17, 1977 and November 29, 1977, 
pursuant to Sections 6(c), 17(b) and 17(d) of the Act, 
and Rule 17d-1 thereunder, for an order exempting 


/ 2 eo: Section 17(a) of the Act and permitting under 


ection 17(d) of the Act and Rule 17d-1 thereunder, the 


proposed purchase by Handels from Israel Investors of 
a minimum of 658,026 ordinary shares of Electro- 
chemical Industries (Frutarom) Limited (‘‘Electro- 
chemical’’), and exempting from Section 17(f) of the 
Act and Rule 17f-2 thereunder, certain custody and 
escrow arrangements to be established in connection 
with the proposed transfer of Electrochemical stock. 


On November 7, 1977, a notice was issued (Investment 
Company Act Release No. 9996) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the granting of the requested exemptions is appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. It is further found that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed transac- 
tion is consistent with the policies of Israel Investors. It 
is further found that the participation by Israel 
Investors in the proposed transaction is consistent with 
the provisions, policies and purposes of the Act and is 
not on a basis less advantageous than that of other 
participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed purchase by Handels from Israel 
Investors of a minimum of 658,026 ordinary shares of 
Electrochemical common stock be, and hereby is, 
exempted from the provisions of Section 17(a) of the 
Act, effective forthwith. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that Handels be, 
and hereby is, permitted to the extent necessary to 
participate jointly with Israel Investors in the proposed 
transaction and in certain custody arrangements 
attendant to the transfer of Electrochemical stock, 
effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that certain custody arrangements to be 
established in connection with the proposed transfer of 
Electrochemical stock be, and hereby are, exempted to 
the extent necessary from the provisions of Section 
17(f) of the Act and Rule 17f-2 thereunder, effective 
forthwith. 
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For the Commission, ‘by the Division of Investment 
ay eT to delegated authority. 
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George A. Fitzsimmons 
’ Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10036/December 1, 1977 


In the Matter of 


CANADIAN INTERNATIONAL POWER COMPANY 
LIMITED 

Suite 1800, 2020 University Street 

Montreal, Quebec 

Canada H3A 2Ad 


THE UNITED CORPORATION 
250 Park Aventae’* 
New York, NewYork 10017 

ae a 
ALEJANDRO J. LARA - 
Casa Rosada, Calle Las Lomas 
Urb. Las Mercedes 
Caracas, Venezuela .* 


ALFREDO ANZOLA MONTAUBAN 
Ruta C, Quinta Larraul 

Los Campitos ..7~ 

Caracas, Venezdela 


(812-4090) 


NOTICE OF.FILING OF APPLICATION PURSUANT 
TO SECTION. 6(c) OF ,.THE ACT FOR AN ORDER 
EXEMPTING’ A PROPOSED TRANSACTION FROM 
SECTION 17(e)(1) AND-PURSUANT TO RULE 17d-1 
PERMITTING SUCH TRANSACTION 


NOTICE IS HEREBY GIVEN that The United Corpora- 
tion (‘‘United’’), a closed-end, non-diversified, 
management investment company registered under the 
Investment Gompany Act of 1940 (‘‘Act’’), Canadian 
International Power Company Limited (‘‘Cl Power’’), 
Sr. Alejandro J. Lara (‘‘Lara’’), and Sr. Alfredo Anzola 
Montauban (*‘&nzola’’). (collectively, ‘‘Applicants’’), 
filed an application on February 11, 1977, and an 
amendment thereto on July 19, 1977, for an order, 
pursuant to Séction 6(c) of the Act, exempting from the 
provisions of Section 17(e)(1) of the proposed payment 
of compensatiof by Cl Power to Lara and Anzola for 
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their efforts in negotiating the sale of substantially all 
of Cl Power’s Venezuelan assets to an agency of the 
Venezuelan government, and for an order, pursuant to 


Section 17(d) of the Act and Rule 17d-1 thereunder, to a 


the extent necessary, permitting such transaction. All 
interested persons are referred to the application on file 
with the Commission for a statement of the 
representations contained therein which are summar- 
ized below. 


Applicants represent that United owns approximately 
48% of the outstanding voting shares of Cl. Power, a 
Canadian corporation primarily engaged in the public 
utility business in Latin America. In 1971, Cl Power’s 
management anticipated that its four Venezuelan 
electric power generating subsidiaries, which consti- 
tuted Cl Power’s most substantial assets and sources of 
income, soon would be facing the possibility of expro- 
priation by the Venezuelan government or sale under 
threat of such expropriation. Accordingly, Applicants 
state that Cl Power appointed five individuals to serve 
on a negotiating committee (enlarged to six in 1974) to 
negotiate with the Venezuelan government regarding 
the disposition of the four subsidiaries. Among the five 
were Lara, the committee’s chairman and _ chief 
negotiator, and Anzola. Applicants submit that Lara, a 
Venezuelan citizen and resident and prominent banker, 
was and is a director of Cl Power. Anzola, also a 
Venezuelan citizen and resident and oil industry expert, 
was and is president of Inversiones Indesven, C.A. 
(‘‘Indesven’’), a Venezuelan subsidiary of Cl Power not 
threatened by expropriation, and also was a director of 
each of the four Cl Power subsidiaries that were to be 
sold. 


Applicants represent that during the approximately six 
years of negotiations, which periodically were quite 
active and time consuming and at other times dormant, 
Lara averaged approximately four hours per week on 
the negotiations and Anzola averaged three hours per 
week. Applicants further represent that:the efforts of 
Lara and Anzola in the negotiations and their personal 
familiarity with the negotiators for the Venezulan 
government expedited the negotiations and were 
instrumental in bringing about a transaction favorable 
to Cl Power and its shareholders. 


Applicants state that each member of the negotiating 
committee was paid $600 per month for the period of 
the negotiations and that each received a $5,000 bonus 
in 1974 in connection with his service on the committee, 
because such services were clearly beyond their normal 
duties. Applicants further represent that Lara and 
Anzola, and two other members of the negotiating com- 
mittee who were not officers of Cl Power, expected 
furhter compensation at the conclusion of successful 


negotiations, and that Cl Power’s board of aithousn | 


expected to make such additional payments, although 
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there was neither a written record nor an oral 
discussion relating to such additional payments. 


Applicants state that, in November, 1976, in recogni- 
tion of the success of the negotiations whereby the four 
subsidiaries had been sold to a branch of the 
Venezuelan government, for approximately 
$90,000,000 cash, Cl Power’s board of directors author- 
ized additional payments to Lara, as chief negotiator, in 
the amount of $250,000; to Anzola in the amount of 
$120,000; and to two other non-Cl Power officers on the 
Committee in the amount of $120,000 each. The two Cl 
Power officers who were members of the negotiating 
committee, were not authorized any additional 
payments. The authorizations of payments to Lara and 
Anzola were conditioned upon the granting of an order 
by the Commission allowing such payments. Applicants 
furhter state that since the non-affiliated negotiators 
received payment of their additional compensation 
immediately upon the authorization of such payments 
by Cl Power’s board of directors, the amounts author- 
ized for Lara and Anzola were adjusted to bear interest 
of 8% until such time as payments were permitted. In 
addition, Lara and Anzola were to be reimbursed if a 
delay in the payment should result in losses to them as 
a result of changes in the Venezuelan tax laws. Appli- 
cants assert that the aggregate payments to members 
of the negotiating committee constitute less than one 
percent of the sales price. 


Applicants represent that, with a very minor exception, 
neither Lara nor Anzola owned stock of the four subsi- 
diaries; that neither was an official of the Venezuelan 
government during the period of the negotiations; and 
that none of the money paid or to be paid to any of the 
members of the committee constituted a payment or 
reimbursement of a payment to any representative of 
the Venezuelan government or the agency which made 
the purchase. 


Section 17(e)(1) of the Act provides, in part, that ‘‘It 
shall be unlawful for any affiliated person of a 
registered investment company, or any affiliated 
person of such person, acting as agent, to accept from 
any source any compensation (other than a regular 
salary or wages from such registered company) for the 
purchase or sale of any property to or for such 
registered company or any controlled company thereof, 
except in the course of such person’s business as an 
underwriter or broker.’’ 


Section 2(a)(9) of the Act provides, in pertinent part, 
that ‘‘any person who owns . . . more than 25 per 
centum of the voting securities of a company shall be 
presumed to control such company.’’ Applicants sub- 
mit that United is presumed to control Cl Power. 


Section 2(a)(3) defines ‘‘affiliated person of another 
person’’ to include any person owning 5 per centum or 


more of the outstanding voting securities of such other 
person, and any person 5 per centum or more of whose 
outstanding voting securities are owned by such other 
person. Applicants state that United and Cl Power are 
affiliated persons of each other. 


Section 2(a)(3) further defines ‘‘affiliated person of 
another person’’ to include any officer or employee of 
such other person. Applicants state that because Lara is 
a director of Cl Power, he is an affiliated person of Cl 
Power, and that because Anzola is the president of a 
99.8% owned subsidiary of Cl Power and was a director 
of four other Cl Power subsidiaries during the period of 
the negotiations, he may be deemed to be an 
‘‘employee’’ of Cl Power and, therefore, an affiliated 
person of Cl Power. 


Accordingly, Applicants submit that the proposed 
payment of additional money to Lara and Anzola for 
their services in successfully negotiating the sale of the 
subsidiaries may be deemed to violate Section 17(e)(1) 
unless an exemption is granted by the Commission 
pursuant to Section 6(c) of the Act. 


Section 6(c) provides, in part, that the Commission, 
upon application, may exempt any person or transac- 
tion from any provision or provisions of the Act, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest, and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
make it unlawful for any affiliated person of a 
registered investment company or any affiliated person 
of such a person, acting as a principal, to participate in, 
or effect any transaction in connection with, any joint 
enterprise or other joint arrangement or profit sharing 
plan in which any such registered company, or a 
company controlled by such registered company, is a 
participant unless an application regarding such ar- 
rangement has been granted by an order of the Com- 
mission. In passing upon such an application, the 
Commission considers whether the participation of 
such registered or controlled company in such arrange- 
ment is consistent with the provisions, policies, and 
purposes of the Act and the extent to which such parti- 
cipation is on a basis different from or less advanta- 
geous than that of other participants. 


Applicants submit that the arrangement among 
Applicants may be deemed to constitute a joint enter- 
prise or arrangement subject to the provisions of 
Section 17(d) of the Act and Rule 17d-1 thereunder. 


Accordingly, applicants request an order, pursuant to 
Section 6(c), exempting the proposed transaction from 
the provisions of Section 17(e)(1) of the Act, and 
pursuant to Rule 17d-1, permitting the transaction. In 
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support thereor, Applicants state that the proposed 
transaction comports with the applicable standards for 
relief. 


Applicants further assert that the compensation is well 
within the standard of reasonableness, and, in fact, is 
in the lower range of compensation, for comparable 
transactions in Venezuela. In the opinion of the 
Venezuelan attorneys for applicants, the total compen- 
sation of not more that 3/4 of 1% of the sales price to 
members of the negotiating committee falls in the very 
lowest range of compensation which would be expected 
for the nature of the work, efforts, and time involved. 
Further, Applicants represent that the services 
performed by Lara and Anzola were clearly beyond 
their normal duties, in the case of Lara, as director of Cl 
Power, and in the case of Anzola, as president of 
Indesven and director of the subsidiaries sold to 
Venezuela. Applicants finally state that Lara and 
Anzola, taking into account their qualifications, the 
services performed and the satisfactory results 
obtained, are entitled to the described compensation. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanies by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8205/November 28, 1977 


U.S. v. LARRY HAMMOND a/k/a LARRY HOOVER 
(S.D. Fla. Criminal No. 77-319 CR WMH) 


J. V. Eskenzai, United States Attorney for the Southern 
District of Florida, Jule B. Greene, Administrator, 
Atlanta Regional Office, and William Nortman, 
Associate Regional Administrator of the Miami Branch 
Office, announced that on November 16, 1977 Larry 
Hammond a/k/a Larry Hoover (‘‘Hammond’’) was 
found guilty after a jury trial before the Hon. William 
Hoeveler in the United States District Court for the 
Southern District of Florida, on a four count indictment. 


The indictment charged Hammond with fraud by wire, 
and with violations of the anti-fraud provisions of the 
federal securities laws in connection with a scheme to 
defraud a securities broker in connection with a trans- 
action in |.1., Inc. common stock. 





Litigation Release No. 8206/November 29, 1977 


SEC v. SECURITY 
TION, ET AL. 
(Dist. N.D., Southeastern Div., Civil No. A77-3036) 


INTERNATIONAL CORPORA- 


Robert H. Davenport, Adminstrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced that on November 22, 1977 a 
Complaint was filed in the Federal District Court for 
the District of North Dakota, Southeastern Division 
seeking to enjoin Security International Corporation, 
David B. Johnson, Investment Brokerage Corporation, 
Lester P. Ladbury, Dairyman Publications, Inc., Ellis 
N. Davidson, Gorman King, Sr., and David S. Kane 
from, in substance, violating certain provisions of the 
Securities Exchange Act of 1934, as amended, and 
rules promulgated thereunder. The Complaint alleges 
violations by certain of the defendants of the proxy, 
tender offer, disclosure and antifraud provisions of the 
1934 Act. 


The Complaint seeks, in addition to injunctive relief, 
further ancillary relief as the Court may deem 
necessary in the interests of Security International Cor- 
poration shareholders. 


e 
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Contemporaneously, the Commission filed a Motion for 
a Preliminary Injunction supported by affidavits and 
other materials. A date for hearing the motion has not 
been set. 





Litigation Release No. 8207/November 29, 1977 
SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14215/November 29, 1977 





Litigation Release No. 8208/November 29, 1977 


SEC v. HOFMANN, KAVANAUGH SECURITIES 
CORP., ET AL. 

(Central District of California, Civil Action No. 
77-3680-HP) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Commission, announced that on 
September 30, 1977, the Commission filed a complaint 
in the United States District Court for the Central 
District of California in Los Angeles against Hofmann, 
Kavanaugh Securities Corp., (‘‘HKS’’) and Kurt Von 
Hofmann (‘‘Hofmann’’), Chairman of the Board of 
HKS. 


The complaint alleges that during July and August, 
1977, HKS continued to do business as a broker-dealer 
when its net capital was below $25,000 and its aggre- 
gate indebtedness exceed 2,000 percentum. It was also 
alleged in the complaint that Hofmann had withdrawn 
$136,000 of HKS’s funds and had deposited those funds 
in a personal checking account. 


On September 30, 1977, the Honorable Harry 
Pregerson, United States District Judge, issued an 
order temporarily restraining HKS and Hofmann from 
engaging in the business of a broker or dealer while in 
violation of the financial responsibility and net capital 
provisions of the securities laws and from dissipating 
any assets, funds or other property of HKS or 
Hofmann. 


On October 25, 1977, Judge Pregerson entered an order 
of preliminary injunction by consent against HKS and 


Hofmann from further violations of the net capital rule 
and from dissipating the money Hofmann had with- 
drawn from HKS in a manner other than depositing it in 
a special account for the benefit of customers. 





Litigation Release No. 8209/November 29, 1977 


U.S. v. ROBERT MAGUIRE ET AL. 
(E.D. Pa. Criminal Action No. 77-181) 


David W. Marston, United States Attorney for the 
Eastern District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office and 
Thomas H. Monahan, Assistant Regional Adminis- 
trator (Philadelphia Branch Office), of the Securities 
and Exchange Commission announced that on 
November 15, 1977, John B. Hannum, Federal District 
Judge at Philadelphia, Pennsylvania, sentenced five 
defendants who had been found guilty or pleaded guilty 
to securities fraud, mail fraud and conspiracy violations 
arising out of the activities of Albert & Maguire 
Securities Co., Inc. a defunct Philadelphia, Pennsyl- 
vania broker-dealer. 


Robert Maguire, the former president of Albert and 
Maguire who had pleaded guilty to four counts of 
securities fraud, was sentences to 8 years incarceration 
with the proviso that a study be prepared pursuant to 18 
USC § 4205 (d) within 3 to 6 months after he is incar- 
cerated. Maguire’s sentence will be modified by the 
court after preparation of such study. 


Andrew Horvat Jr., who had been found guilty by ajury 
of one count of securities fraud and one count of con- 
spiracy, was sentenced to 3 years incarceration, three 
years probation, to commence upon his release from 
prison, and a $5,000 fine. 


Marvin Albert, who pleaded nolo contendere to three 
counts of securities fraud was sentenced to five years 
probation and fined $30,000. 


Alan Simon, who pleaded guilty to one count of con- 
spiracy, was sentenced to five years probation and 
fined $5,000. 


Bertram Burak, who pleaded guilty to five counts of 
mail fraud, was sentenced to five years probation. 


The remaining counts of the 77 count indictment as 


pertain to each individual have been or will be 
dismissed. 
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Litigation Release No. 8210/November 30, 1977 


SEC v. FRANK X. OROFINO, ET AL. 
(S.D.N.Y.) 76 Civil 5553 (EK) 





William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission (‘‘Commission’’), announced that on July 13, 
1977, the United States District Court for the Southern 
District of New York entered final judgments of per- 
manent injunction against Frank X. Orofino 
(‘Orofino’) and two companies controlled by him 
namely, First Colony Corp. (‘‘First Colony’’) and 
Comstock Holding Corp. (‘‘Comstock’’). The judg- 
ments permanently enjoined Orofino, First Colony and 
Comstock from violating the registration provisions of 
the Securities Act of 1933 with respect to the securities 
of Tucker Drilling Company, Inc. (‘‘Tucker’’) or any 
other securities. Orofino and Comstock were further 
enjoined from violating the anti-fraud provisions of the 
Securities Exchange Act of 1934 in connection with the 
offer and sale of Tucker securities of any other securi- 
ties. All of the aforementioned defendants consented to 
the entry of these judgments without admitting or 
denying the allegations contained in the Commission’s 
Complaint. 


On October 4, 1977, pursuant to a stipulation, the 
Honorable Whitman Knapp signed an order dismissing 
the complaint against TAO & Co., a sole proprietor- 
ship, controlled by Orofino’s son. 





Litigation Release No. 8211/November 30, 1977 
STATE OF ALABAMA v. TYRONE P. GRAY 


Thomas L. Krebs, Director of the Alabama State 
Securities Commission and Jule B. Greene, Adminis- 
trator of the Atlanta Regional Office of the Securities 
and Exchange Commission announced the indictment 
of Tyrone P. Gray by the Montgomery County, 
Alabama Grand Jury meeting the week of October 17 - 
21, 1977. The Grand Jury returned three indictments 
against Gray on State charges of securities fraud, sale 
of unregistered securities and embezzlement in connec- 
tion with the offer and sale of common stock in the 
United Memorial National Bank (In Organization). 


The Bank was proposed by Gray to investors as a 
memorial to Martin Luther King, Jr., Robert Kennedy, 
and John F. Kennedy, apparently as an inducement to 
Blacks to purchase the shares. Gray was arrested on 
November 16, 1977. 
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Litigation Release No. 8212/November 30, 1977 


SEC v. CORTES W. RANDELL, ET AL. 
(E.D. Va., Civil Action No. 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced the filing on November 30, 
1977, of a civil complaint in the United States District 
Court for the Eastern District of Virginia, against 
Cortes W. Randell, Federal Mortgage Acceptance Cor- 
poration (a private corporation controlled by Cortes W. 
Randell), Joan W. Randell, Lester S. Cotherman and 
John B. Mumford. The complaint seeks to enjoin the 
defendants from further violations of the securities 
registration and anti-fraud provisions of the federal 
securities laws.in connection with securities of National 
Commercial Credit Corporation (NCCC) or any other 
issuer. The complaint also seeks an accounting by 
certain of the defendants for funds and assets which 
they obtained as a result of their control of and dealings 
with NCCC. 


The complaint alleges that from February 1974 to at 
least April 1975 the defendants engaged in a fraudu- 
lent course of business, which substantially depleted 
and drained the assets of National Commercial Credit 
Corporation (NCCC), while at the same time the defen- 
dants were offering and selling to public investors 
unregistered corporate notes of NCCC by the use of 
false representations of, among other things, NCCC’s 
financial condition and future prospects. The complaint 
alleges that the defendants assumed control over NCCC 
and engaged in undisclosed self-dealing, including the 
diversion of approximately $600,000 in second trust 


notes and over $300,000 in cash, without proper: 


accounting or reimbursement to NCCC. The complaint 
further alleges that the defendants failed to disclose 
that defendant Randell, who was in a control position, 
had pleaded guilty in August 1974 to four counts of 
securities fraud in connection with National Student 
Marketing Corporation. 


The investigation was conducted jointly with the 
Virginia State Corporation Commission. 





Litigation Release No. 8213/December 1, 1977 


SEC v. THERMAL POWER COMPANY, ET AL. 
Civil No. 75-2000 (NDCal) 


The Securities and Exchange Commission announced 
the dismissal on November 30, 1977 of its complaint 














4 




















filed against Thermal Power Company, Natomas 
Company, Dan A. McMillan, Jr., Dorman L. Commons. 
The complaint charged the defendants with making 
inadequate disclosures in public statements and filings 
with the Commission in connection with the Natomas 
Company’s tender offer for Thermal Power Company in 
violation of Sections 10(b), 14(d) and 14(e) of the 
Securities Exchange Act of 1934 and Rule 10b-5, 14d-1 
and 14d-4 promulgated thereunder. (See Litigation 
Release No. 7048, August 19, 1975). The lawsuit was 
dismissed with prejudice as to all defendants with the 
consent of the Commission on the basis of a Stipulation 
and Final Order among the parties and order by Judge 
Lloyd Burke of the Northern District of California under 
which (a) Natomas Company and Thermal Power 
Company agreed to continue to implement and 





maintain procedures which they have designed to 
comply with the above provisions of the Securities 
Exchange Act and the rules thereunder in connection 
with future filings with the Commission or disclosures 
concerning any future tender offers they may make; 
and (b) the Commission agreed that Natomas Company 
and Thermal Power Company will not be required by it 
to make any further filings or disclosures with the Com- 
mission based on the allegations in the complaint, and 
that in any future filings and reports by them 
describing the termination of the litigation, the descrip- 
tion contained in this release shall be adequate for all 
purposes. The order provides that the Court retain 
jurisdiction over the parties and that the Order may be 
enforced by any of the parties in accordance with its 
terms. 
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